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Freedom and Security 


By 


GEORGE SOULE 


=QHE world of thought is 
full of false dichotomies, 
4 which present an exclu- 
sive choice between exact 
opposites. But the world of reality 
seldom conforms with this series of 
blacks and whites, of eithers and 
ors. One of the unreal pairs of 
opposites now most frequently dis- 
cussed is embodied in the statement 
‘that we must choose between free- 
- dom and security. According to 
this conception, under liberal cap- 
jtalism we have freedom; under 
socialism or communism security is 
~ possible; we must choose one or the 
other systems. We can have either 
~ freedom or security, but we cannot 
have both. Any kind of planned 
social order, it is said, will, in the 
interest of security, deprive the 
citizens of their liberty. If those 
who say this sort of thing could 
be induced to look even a moment 
at the detailed reality, they would 
- revise their opinions. 

‘It is not true there is absolute 
freedom under liberal capitalism 
any more than in any other con- 
 ceivable social order. The actions 
of people are inevitably restricted 
_ by laws, mores, social organization, 
extent of opportunity. A boy is 
~ compelled by his parents to con- 
- form to approved patterns of be- 
havior; if he does not, he may land 
in jail, or, within a more enlight- 


ened community, in a juvenile 
court or the psychiatric clinic. He 
is compelled to go to school and, 
while in school, to study subjects 
chosen for him by others and to 
obey a multitude of rules. When 
he leaves school he is compelled, on 
pain of intolerable social disap- 
proval or even of starvation, to find 
a job. His choice of jobs will be 
narrowly limited by his capabilities 
and training, and by the employ- 
ment opportunities open in his vi- 
cinity. At his work place he must 
conform to the routine of the fac- 
tory or office; he must obey the 
orders of his superiors, on pain of 
dismissal. If the discipline of the 
shop is in any way mitigated or 
affected by him, this usually must 
be achieved through a labor organi- 
zation, which cannot be effective 
without its own discipline. Out- 
side industrial life, the sexual and 
social freedom of the citizen is nar- 
rowly conditioned, not merely by 
customs and taboos, but by actual 
legal prohibitions. Liberty, we 
must admit, is meaningless as an 
absolute; it assumes meaning only 
as a series of specific liberties of 
persons in particular situations. 
The above restrictions are not all, 
of course, peculiar to capitalism, 
many of them might exist in other 
social orders. Liberties differ in 
different systems, to be sure, but 
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the difference is more often aptly 
described as a variation in kind 
rather than in extent. 

It is not true, either, that in capi- 
talism there is no security or little 
desire for it, and that people do not 
sacrifice liberty in order to obtain 
it. Anyone who saves money sacri- 
fices the liberty to spend for cur- 
rent satisfaction in exchange for 
the supposed security that the sav- 
ings may offer him in the future. 
Contractual obligation of any kind 
sacrifices liberty of future choice, 
for a time, in order to procure as- 
surance of the consideration which 
it embodies in the contract. No- 
where is the sacrifice of liberty for 
security more marked than in the 
process of building up large-scale 
business or the aggregation of in- 
dividual concerns into cartels or 
trade associations. In the first case, 
the competitor, harassed by the un- 
certainty of the market, sacrifices 
his liberty as an independent pro- 
prietor for the relative security 
which he may achieve by selling out 
or joining a merger; in the second, 
he consents to rules and regulations 
governing prices, marketing prac- 
tices, areas of activity and the like, 
in order to be better protected 
against the hazards of undisciplined 
competition. 

Liberty and security are thus not 
absolute, or wholly different ways 
of life, one of which a society must 
choose to the exclusion of the 
other. ‘They are rather magnetic 
poles in a field of social force, be- 
tween which tensions exist and cus- 
toms are arranged in some pattern 
or other. The right question to 
ask about a socially planned system 


PLAN AGE 


as contrasted with ours is therefore 
not so much whether it offers more 
or less liberty, but what kinds of 
liberty it may offer. Or, in more 
concrete language, what choices it 
may permit to persons in particular 
situations, and what conditions 
these choices. 

For the sake of brevity and clar- 
ity, let us arrange a few of these 
persons and choices in tabular form. 
And in order to test the issue under. 
extreme conditions, we may assume 
a system in which there is a rather 
complete planning of crucial eco- 
nomic factors, aimed at more abun- 
dant production and consumption. 
And let us assess the liberty of each 
kind of person in relation to the 
economic function performed, 
omitting for the moment the more 
intangible cultural liberties. 

The functional person and his 
liberty under a planned order: 
Private Capitalist 

None. 


Industrial Executive 


Much the same choices as now, — 
conditioned by general planning of © 


production, prices and wages, 
rather than by the market or decis- 
ions of bankers and capitalists. 


Management Engineer 


More opportunity of choice than — 


at present, because of wider appli- 


cation of planning methods and 


greater emphasis on efficiency of 
production. 
Subordinate Executive 

Choices conditioned by necessities 
of planning situation to a greater 
degree, and by military orders of 
superiors to a lesser degree, than 
at present. Therefore greater psy- 


_ variety; 


and labor organization in a system 
planned for social ends. 
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chological freedom, through par- 
‘ticipation in an understood task. 


Wage or small salary earners. 

~ More freedom in choice of job on 
account of (a) ability to quit with- 
out great sacrifice, (b) necessity of 
intelligent participation in common 
task—a well recognized principle 


of modern management, especially 


under conditions of labor shortage, 
and 
(c) greater prestige of labor 


Investment Banker 


None. (His functions being 


taken over by agencies concerned 


‘with planning of investment and 


_ by public bond issues.) 
Commercial Banker 


Choices, in extension of credit, 


‘limited by plans for production, 


prices and wages; but functions ex- 


tended by greater supervision over 
_business budgeting and perform- 
ance of programs. 

- Scientist or Inventor 


Opportunities greatly extended 


‘because of need for more objective 
- knowledge and better techniques in 
all fields, and because of more gen- 
erous provisions for support in a 
_ planned society. 


Lawyer 


None in corporation law of our 
none in constitutional 
cases; abundant in arbitrations 
among industrial units and in ad- 


- ministrative law. 
_ Doctor 


Immensely increased demand for 
services; greater opportunities in 
public health and research; less 


chance for a few to make large 
amounts in private practice. 


Teacher 

Larger opportunity for employ- 
ment and advancement; higher 
prestige than at present because of 
need for better and more universal 
education. 


This tabulation makes no pre- 
tense, of course, to be complete or 
detailed, but it may give a sense of 
the fact that a planned order, while 
it would undoubtedly restrict liber- 
ties exercised by those at the top 
in our present society, might rap- 
idly extend liberties to many oth- 
ers. And in educational, sexual 
or other social patterns, it might 
be very like our own society, if not 
an improvement upon it. 

This discussion has intentionally 
omitted consideration of ordinary 
political and civil liberties, because 
questions concerning them are often 
employed to conceal the large and 
important areas of liberty here re- 
ferred to. But in conclusion the 
author may state briefly his opin- 
ion that where political and civil 
liberties have been sacrificed in the 
creation of a planned order (as in 
the Soviet Union) this result has 
arisen from factors having no nec- 
essary relation to the planning 
process and technique—such fac- 
tors as cultural history in the na- 
tion in question, and the natural 
consequences of violent revolution, 
civil and foreign war. Civil and 
political liberties have been lost 
many times before under such cir- 
cumstances, without the attempted 
installation of any system of social- 
economic planning. 


German Planning—A Challenge 


By 


FRITZ ERMARTH 


I. 


=agiiE German national 
economy is the most thor- 
oughly planned economy 
in the world with the 
exception of Soviet Russia. No 
event of importance occurs in Ger- 
man economic life any longer that 
does not form a part of a nation- 
wide state-directed and state-con- 
trolled endeavor to attain certain 
national aims. Economic planning 
in Germany originated as partial 
planning on several fronts: individ- 
ual economic policies were adopted, 
as in other countries, with regard 
to wages, prices, social security, 
foreign exchange, unemployment 
and work creation, housing and 
city planning, cartel  supervis- 
ion, and numerous other items. 
Throughout the years it became in- 
creasingly necessary not only to co- 
ordinate these various policies more 
strictly from the point of view of 
inner consistency and administra- 
tion, but also to extend and in- 
tensify the controls: to transform 
the state-supervised economy into 
a state-guided economy. Germany 
has pushed aggressively towards 
this goal during the past few years, 
and her achievement constitutes 
one of her strongest challenges to 
the world. It can be safely pre- 
dicted that most major industrial 


countries of the West will have to 
take up this challenge in a not 
too distant future; they will have 


to come to an understanding of the — 


deeper issues underlying the Ger- 
man planning experiment, by in- 
ward necessity and regardless of 
all political likes and dislikes. 


II. 


Economic planning in Germany 
covers so wide a field that an en- 
deavor to describe or analyze all 
its aspects in a short article is futile. 


It encompasses the activities of the _ 


Reichsbank and the currency 
boards distributing the available 
amount of foreign currency among 
the applying importers. The grant- 
ing of export permissions, regulat- 
ing the traveling of Germans 
abroad, arranging barter and clear- 
ing arrangements with other coun- 
tries, formulating the policies of 
the Reich food-guild in determin- 
ing exact prices and amounts to be 
produced vith regard to all im- 
portant agricultural commodities, 
the fixing and enforcement of 
prices of practically all goods by a 
special price commissioner—all of 
these activities fall within the 
realm of economic planning. 
The labor market is regulated 
through the National Institute for 
Placement and Unemployment In- 
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surance and the Labor Trustees; it 
- exercises far-reaching controls over 
industrial production (increased to 
an unforeseen extent by the new 
Four-Year Plan) ; it directs credit 
through the Reichsbank and other 
government banks and public in- 
surance bodies, as well as through 
the overwhelming influence of the 
government in the affairs of pri- 
vate commercial banks, savings 
banks and insurance companies; it 
“manages the work creation pro- 
grams, the regional and local plan- 
ning schemes of the land-planning 
authorities concerning the decen- 
~ tralization of cities, housing, trans- 
-portation—all of which form in- 
tegrating parts of a nation-wide 
comprehensive plan. 
_ Planning undeniably has inter- 
fered greatly with individual free- 
dom and initiative. For instance, 
_ in order to subscribe to a foreign 
newspaper, in order to build a 
_ house, to hire or dismiss a number 
of employees, to use certain raw 
_ materials for certain types of pro- 
- duction, it is usually necessary for 
the German today to get the per- 
“mission of the proper authorities. 
The granting of these special per- 
‘missions as well as general licenses 
is by no means a purely formal 
matter ; frequently they are refused. 
Buildings, for instance, may not be 
erected during the present initial 
stage of the Four-Year Plan be- 
cause of labor and material short- 
age, except when they are destined 
for low-cost housing projects, for 
military purposes, or for industrial 
plants that are required for the 
production of substitutes and for 


the purpose of industrial mobiliza- 
tion. To use rubber or certain 
metals, such as copper, tin and 
gold, for purposes for which they 
have not been used heretofore is 
strictly forbidden. How seriously 
the National Socialists consider the 
enforcement of their economic plan 
and offenses committed against the 
economic welfare of the nation 
(“economic high treason” ) becomes 
apparent from the fact that the 
death penalty is decreed against un- 
authorized exportation of currency. 
Frequently it is reported that 
wholesale or retail dealers, farmers 
or handicraftsmen are imprisoned 
for violation of economic orders. A 
number of employers have been de- 
prived by the Social Honor Courts 
of their legal capacity as employers 
and have been replaced by others 
because of violation of labor laws 
or “unsocial behavior” in general. 


i 


What caused the Germans to 
enact a planning scheme of such 
far-reaching consequences that 
there seems to be hardly a way 
back to a more liberal economy? 
If we look for immediate causes— 
rather than to interpret the entire 
governmental and social transfor- 
mation of Central Europe as some- 
thing organic, something inherent 
in the process of “aging” Western 
civilization — there appear to be 
two major “causes” which explain 
the need for planning and especially 
that type of planning found in pres 
ent-day Germany. The one cause is 
to be seen in the outer circum- 
stances in which Germany finds her- 


6 PLAN AGE 


self: the lack of raw materials, gold 
and foreign currency; insufficient 
agricultural production for the 
feeding of the population; inability 
to sell a sufficient amount of indus- 
trial goods abroad for the procure- 
ment of raw materials; and unem- 
ployment. The other cause lies in 
the philosophy and determination 
of Germany’s present rulers and in 
their apparent conviction that a 
major European war in the next 
few years is probable, if not in- 
evitable. The latter cause deter- 
mines the direction and rhythm of 
German economic planning: the 
emphasis on armaments and na- 
tional defense. However, even 
without the prospect of war, far- 
reaching control and _ planning 
measures would be absolutely in- 
escapable in contemporary Ger- 
many. The general situation of 
the country, made up of a number 
of complex economic and non-eco- 
nomic factors, has made freedom 
of production and trade (laissez- 
faire), even in that-restricted form 
in which it exists under the New 
Deal in America, or in England 
and France, definitely a thing of 
the past. 

All the trends towards state con- 
trol were clearly visible long before 
Hitler came into power. Hitler’s 
function, in more than one way, 
was to define and proclaim a status 


that already existed and to draw 


some almost inevitable conclusions. 
Hitler’s successor, whoever he may 
be, will be forced by the nature of 
the process to continue along the 
same lines, even if important 


changes in direction, i.e., in the goal 
of planning, may occur. 


IV. 
Germany, economically, resem- 
bles a large fortress. Under 


pressure of circumstances and de- 
termined to “carry on,” the com- 
mander of the fortress and his staff 
coordinate the activities of the 
sixty-six million soldiers in the for- 
tress with one supreme concerted” 
effort. The picture of an army 
with its chief, staff, and following 
offers the only appropriate com- 
parison to the totalitarian state as 
it is emerging in Germany, Italy 
and a number of other states (per- 
haps also Russia). The introduc- 
tion of military thinking, of mili- 
tary terms, and of military men 
into the civil administration and | 
into civil life in general is one of 
the most significant features of this _ 
transformation, the more signifi- 
cant since the totalitarian state is 
by no means a dictatorship of the 
army. ; 
The need for planning, under 
the given circumstances, has pro- 
duced a new economy and a new 
type of economic science in Ger- 
many: war-economics. The econ- 
omy of war is, of course, as old as 
war itself. In classical wars men 
and women were drafted to work 
in armories, and food was rationed — 
in times of siege. But the modern 
concept of war-economics emerged — 
only during the World War. It 
was General Ludendorff, who, on 
the German side, first demanded 7 
that supreme effort of the entire 
nation which has ever since been 


“mobilization” 
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known by the term “totalitarian 
(totale mobilma- 
chung). ‘otalitarian mobilization 
—or more precisely: totalitarian 
preparedness—is the keyword that 
leads to an understanding of con- 
temporary German planning. 
Totalitarian mobilization, of 
course, implies much more than in- 
dustrial or economic mobilization ; 


it means the directing of all ener- 


ization. 

- economist, 
teacher, are tools for its fulfillment. 
But economic mobilization is one 


gies of a nation towards victory; 
it implies physical and mental fit- 


ness; it implies psychological mobil- 
The engineer and the 
the clergyman and 


of its major aspects. It is com- 


mon knowledge that the ability of 
“a nation to secure the necessary 
‘raw materials and foodstuffs, to 
provide sufficient skilled and un- 
_ skilled labor for armament produc- 
tion, may be decisive factors in a 
war. 
‘economically for war requires much 
more, and it is surprising, although 
easily explainable, how little atten- 
tion the problems involved have 
found among economists and plan- 
ners in most countries. 
exception of the War Industrial 
~ College and a few persons in small 
_ professional circles, nobody pays 
much attention to economic pre- 
- paredness and industrial mobiliza- 
~ tion in America, in spite of the fact 
- that war planning—as shocking as 


But to prepare a nation 


With the 


it may sound to tender ears—lis to- 


_ day probably the only type of com- 


prehensive planning in the Western 


world that possesses reality. 


Here lies one of Germany’s chal- 


lenges to the world: industrial 
mobilization in all its aspects is 
studied in a serious and effective 
Way in universities and in acade- 
mies, and emphasis is laid upon it 
in newspapers and magazines. 
W ehrwirtschaft, or military eco- 
nomics, is one of the foremost 
young social science disciplines in 
Germany. ‘To interpret the grow- 
ing interest of young lawyers and 
economists in this discipline as an 
expression of a desire for war would 
be an utter misrepresentation, just 
as it would be a mistake to deduce 
from a lack of interest in these 
problems a peace-loving spirit. The 
fact that this science is developing 
in a totalitarian state may be of 
deep significance, and may partly 
explain its unpopularity in demo- 
cratic countries. But if democracy 
is to survive, it will have to find an 
approach to and more intimate con- 
tacts with the problems of economic 
preparedness. 

The tasks of planning, and the 
organization involved, are gigantic. 
There are first of all the problems 
of physical planning: decentraliza- 
tion of industries and settlements 
in view of air or land attacks, re- 
moval of vital industries from vul- 
nerable frontier areas, the construc- 
tion of necessary lines of communi- 
cation, especially highways and 
waterways. There is the problem 
of procuring the equipment of a 
modern army and storing reserves 
for a considerable length of time. 
There is a labor problem, a price 
problem, and a credit problem. All 
of these are intimately interwoven. 

Complete economic mobilization 
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can hardly be achieved without a 
rigidly enforced system of govern- 
ment-fixed prices, wages, and sala- 
ries. Every economic resource will 
be commandeered, as implied in the 
word: draft. Women will have to 
do farm and factory work as in the 
last war, but probably to a much 
greater extent. Industrial and 
agricultural production as well as 
the distribution mechanism will be 
more widely used for direct or in- 
direct military purposes than in the 
last war. ‘The effect on consump- 
tion will, of course, also be much 
greater. Economic mobilization 
cannot be achieved at sudden notice 
without a high degree of economic 
preparedness, which implies not 
only that a certain degree of self- 
sufficiency in foodstuffs be achieved 
and a sufficient amount of indus- 
trial raw materials kept in storage; 
but also that men and women be 
prepared for their new and extra- 
ordinary occupations, that the ad- 
ministrative mechanism stand ready, 
and that every tailor, every shoe- 
maker, every butcher and farm 
laborer receive his commands as to 
what and how much to produce 
and for what price. Germany has 
created a system of industrial and 
trade groups and chambers in 
which membership is compulsory 
for every industrial entrepreneur 
and handicraftsman, a Reich food 
guild which embraces all agricul- 
tural producers, and a Labor Front 
with its regional and local sections. 
These organizations are adequately 
prepared to carry out and enforce 
the orders of the supreme planning 
authority. The national, regional, 


and local land-planning authorities, 
which are in the process of develop- 
ment, are also important adminis- 
trative agents. The newly-ap- 
pointed commissioners for price 
control, for raw material supervis- 
ion and substitute production, who, 
with their well-organized staffs, are 
at present responsible for the carry- 
ing out of the Four-Year Plan, 
constitute also an important nu- 
cleus in a war-economy administra-_ 
tion. ‘The functions of the labor 
service—especially with regard to 
women, who are trained in doing 
farm work—may prove some day 
to be a valuable measure of prep- 
aration. 


V. 


One feature of the German 
planning state seems to be of special 
interest—the planned labor econ- | 
omy. The way in which Germany 
has solved her unemployment prob- 
lem may antagonize many. But to 
overlook the merits of this system, 
some of purely technical nature, 
for reasons of political antipathy, is — 
shortsighted. German unemploy- 
ment, within four years, has been 
reduced from six million to one 
million people. The one million 
who are unemployed today include 
at least two hundred thousand un- 
employables. The decline in un- 
employment has been achieved not 
only through the huge pump of 
public works, road building, low- 
cost housing, and armament pro- 
duction, but also, to a large extent, 
by an ingenious system of labor- 
planning. Placement, under this 
system, is practically compulsory. 
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Certain metropolitan areas, such as 
Berlin and Hamburg, are closed to 
immigration. The age-distribution 
of workers is carefully checked in 
every factory; the employment of 
young workers is restricted and 
young workers are often exchanged 
for older ones. Several hundred 
thousand young men and women 
serve in the Labor Service; several 
hundred thousand young men and 
women are placed as farm helpers 
on farms. 
Germany was able to create a 
“system of planned labor economy 
mainly for one reason: she has con- 
centrated her placement service, 
unemployment compensation, and 
emergency relief in the hands of 
one central bureau, the National 
Institute for Placement and Un- 
employment Insurance, with its 
regional and more than three hun- 
dred local branches. The employ- 
“ment offices administer not only 
_ placement, compensation, and crisis 
relief, but they are of great im- 
portance as advisers in all public 
works matters. They finance the 
so-called “productive —unemploy- 
ment relief,” a type of public works, 
_ by grants and loans out of their 
funds. The National Institute 
~ originally financed the entire Labor 
- Service; now only the female labor 
service and the farm helpers are 
under its direction. Vocational 
guidance and training are other im- 
portant functions of the Labor of- 
fices. It is of great significance 
that unemployment compensation 
is losing more and more of its im- 
_ portance in Germany, being largely 
superseded by placement and work 


creation activities. This relatively 
recent development was possible be- 
cause there exists a central labor- 
planning mechanism with broad 
powers and a wide range of func- 
tions. Without the concentration 
of placement, compensation, and 
work creation functions into one 
body headed by a central authority, 
Germany’s struggle against unem- 
ployment would most probably 
have remained futile. 


VI. 


Of the wide range of problems 
only two: industrial mobilization 
and labor-planning, have been 
briefly mentioned. Numerous other 
examples of effective planning, con- 
cerning industrial production, 
price control or food rationing, 
could be cited. In each case it 
seems not difficult to prove that 
Germany, by the outer circum- 
stances and her political determin- 
ation not to “surrender,” has been 
forced to adopt the course that she 
now follows. Many questions re- 
main open: Is “totalitarian pre- 
paredness” a preliminary step, an 
“dministrative overture’ to social- 
ism? Is the existence of a dicta- 
torship, the abolition of parliamen- 
tary government and federalism, 
and the suppression of freedom of 
speech, essential to a well-developed 
planning scheme of this nature? 
Or will the democratic countries 
find another way, just as effective, 
without sacrificing their democratic 
institutions? To these questions 
the next ten years probably will 
provide an answer. 
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The General Administrative Staff 
By 
JOHN M. GAUS 


i: 


which advocates and 
practitioners of govern- 
mental planning view the 
experience of recent years is at 
once the most striking and the most 
healthy characteristic of the move- 
ment at the present time. Thus, 
in the November, 1936, issue of 
Pran AcE Mr. Russell Black 
notes that planning is “still very 
much on trial” in the United 
-States, with much confusion as to 
its objectives, much fact-gathering 
and but little application of the 
facts in action, and with inadequate 
man-power. Mr. Walter Blucher 
states in the same issue that “un- 
less planning can justify itself by 
adequately developed programs 
based upon proper studies, unless 
planning can show that it is a part 
of the administrative machinery of 
government and has an important 
function to perform, it will, be- 
cause of its nature, be considered 
another frill to be eliminated in 
the next depression.” ‘Those who 
wish to keep the planner free from 
executive duties so that he may de- 
vote himself to research and the 
preparation of reports to be used by 
some one else are distressed to find 
his reports neglected. "Those who 
applaud the rapid and extensive 


recruitment of planning, research 
and statistical services on all levels 
of government and among many 
different kinds of agencies on each © 
level are distressed, on the other 
hand, by the inadequacy of the ~ 
planning which results. 

It may be some sort of comfort 
for the planner to know that stu- 
dents of administration have also 
become more uncertain in recent 
years as to the ends, aims and meth- 
ods which they should advocate. 
Such fundamental aspects of public 
administration as training for the — 
public service, the organization of 
administration, the relations of line 
to auxiliary and general staff serv- 
ices, and above all the relating of 
the work of the administrative de- 
partments to the lay citizens, are 
being re-explored. 

‘Twenty years ago one of the ob- 
jectives of those seeking to improve 
public administration in this coun- 
try was the consolidation of agen- 
cies and bureaus into a few major 
functional departments. This 
movement, which sought a more 
responsible political leadership 
through concentrating the power to 
appoint the heads of these im- 
portant departments in a chief ex- 
ecutive (at a time when the na- 
tional government was acquiring 
more independent commissions in 
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contradiction to the principle of 
_ presidential leadership), was sup- 
plemented by the effort to achieve 
administrative leadership through 
providing the chief executive with 
auxiliary control or regulatory 
agencies in finance, personnel, and 
purchasing. I believe that interest 
on the part of the student of ad- 
ministration is today less keen con- 
cerning bureau consolidation or re- 
location, while the interest in man- 
agerial leadership has increased. 
It is an interest, however, which 
has broadened from the auxiliary 
service concerned primarily with 
the technique of operations to the 
- general staff service whereby the 
materials upon which policies 
should be based are made available 
to the chief executive and his col- 
leagues in policy-making, and 
whereby the decisions at which 
_ they arrive are conveyed to the rel- 
— evant agencies, their activities cor- 
related, and the results reported 
and appraised. If such services, of 
good quality, are available and uti- 
lized, the consolidation of depart- 
ments is of secondary importance, 
while the lack of a general admin- 
istrative staff prevents effective 
leadership from developing. The 
tendency to consolidate, indeed, 
sometimes was carried beyond the 
point of utility. Some departments, 
for example, in state governments 
were given, for the sake of bring- 
ing together all agencies dealing 
with welfare, an overwhelming 
load of institutions, field services, 
and central office agencies to direct. 
The result was that little or no 
comprehensive policy was devel- 


oped and important trends in popu- 
lation and other basic factors went 
unnoticed until their consequences 
in serious social problems were 
thrust upon the attention of the 
community in dramatic ways. 


re 


What are these “general staff” 
positions by nature? It is here, I 
believe, that those interested in the 
development of the planning func- 
tion and those interested in the im- 
provement of administration find 
common ground of importance. 
believe that the general staff re- 
quires a group of officials who can 
formulate from the materials pro- 
vided by planning staffs in the con- 
stituent departments a final con- 
spectus of the materials relevant to 
each major function, project, or 
area requiring consideration by the 
chief executive and his cabinet col- 
leagues. 

The flow of business requiring 
critical appraisal which comes up 
to those chiefs of administration 
who determine final policy, both in 
the form of recommendations for 
legislative action and also in the 
form of policies to be applied 
through discretionary administra- 
tive action, has increased greatly in 
volume, variety and complexity. 
Any one item is bound to have ex- 
tended implications for other ques- 
tions relating to many departments. 
Recently the British government, 
for example, has appointed a Min- 
‘ster of Defense to coordinate all 
of the armed services, and our own 
national government has estab- 
lished _ several interdepartmental 
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agencies, such as the Central Statis- 
tical Board and the National Re- 
sources Committee, in recognition 
of this problem of coordination in 
preparing programs. Herein lies 
an opportunity for improvement in 
administration which can best be 
realized by those familiar with 
techniques in planning and also in 
general administration. ‘The co- 
ordinating agencies must be built 
into the general staff services avail- 
able both to the head of the depart- 
ment and to the collective political 
heads such as the President and his 
Cabinet, or a Governor and his 
aides. “If I had my job to do over 
again,” remarks Mr. Charles Ben- 
nett, City Planner of Milwaukee,’ 
“T would initiate planning into the 
municipal administration as a re- 
search bureau — a_ department 
charged with the responsibility of 
first gathering all of the facts hav- 
ing any relation whatsoever to ur- 
ban problems.” ‘The planner will 
be the more effective if he is brought 
into the stream of business which is 
being formulated, arranged, and 
focused for more adequate use by 
the heads of the line departments 
and the whole administration of 
the government. 

Further evidence of this need for 
bringing the planning work into 
more immediate association with 
general staff work for the policy 
makers is found in the presidential 
address of Mr. Jacob Crane to the 
American City Planning Institute 
at Washington on January 19, 
1936. ‘“The legislators and the 


1 American Civic and Planning Associ- 
ation, Annual, 1986. p. 41. 
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chief executives are the key plan- 
ners,” he remarked, and he ana- 
lyzed the role of the planner in 
helping to integrate policies relat- 
ing to a central problem that must 
be developed on all levels of gov- 
ernment, and among several de- 
partments on each level—a typical 
general staff task. He visualizes 
the employment, in consequence, 


both of “functional planners,” ex- - 


perienced in the problems of a 
major function relating to natural 
or human resources, and also the 


specialists in a technique employed 


within such a field. The functional 
planner will be needed in the gen- 
eral staff and also in the depart- 
mental general staff, where he will 
work in close association with the 
general administrative staff officer 
who is engaged in formulating the 
agenda for the policy makers, and 
following up for them the decisions 
which they have already made. 
Such an association should make 
planning more vital and purpose- 
ful, since it will bring it directly to 
the administrator not as some “ex- 
tra” esoteric document containing 
ideas which might be fine in some 
remote time and place when con- 
ditions are more favorable, but as 
an immediately useful scheme of 


vt 


priorities scheduling a work pro-— 


gram for all the departments and © 


levels of government concerned. 
Properly developed, such staff work 
should win the support of other- 
wise jealous line departments as 


they see their own policies given 


more adequate attention through 
this facilitating device. 
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One consequence of such a pro- 
cedure would be the necessity for 
developing a kind of “in-service” 
training whereby there would be 
‘maintained a flow of officials from 
the line departments and their plan- 
ning staffs (whether called statis- 
ticians, economists, assistants, sec- 
-retaries, or planners) to the gen- 
eral staff, and from the general 
staff to the line departments, to 
prevent rigidity of outlook and a 
division of thinking between prob- 
lems of operation and the planning 
and facilitation of operation. Lid- 
dell Hart, in The War in Outline, 
| points out that for a long time dur- 
ing the World War the command- 
‘ing officers and their staffs made 
tragic mistakes in their plans be- 
~ cause, located at a distance from the 
_ front, they sometimes planned oper- 
_ ations without preliminary visits and 
_reconnaisances to the area in which 
the operations were scheduled. They 
were unfamiliar with the physi- 
cal conditions there present, and 
~ conditions among the men. Thus 
a major attack might be launched 
- over an area which recent rains had 
made impassable for the type of op- 
_ erations scheduled. Later this de- 
_ fect was remedied by visits and ex- 
- plorations by the staff men to the 
area in which operations were con- 
templated. So also in the every- 
day work of government in peace 
- time is every official in some meas- 
ure a planner who must be helped 
to obtain a larger outlook by a 
period of association in general staff 
_ work so far as it can be arranged ; 


and equally important is the as- 
sociation of the staff man from 
time to time with the conditions 
confronting the line official in of- 
fice and field. Such a continuous 
interchange of personnel would 
widen, it may be noted, the ranks 
of those from whom appointments 
to higher directive posts might 
safely be made—an essential factor 
in the development of a career 
service. 

“In a democratic social order, 
plans devised without reference to 
the means available for their reali- 
zation have little significance, ex- 
cept as an avocation for intellect- 
uals,” remarks John Ferris in a 
recent article in this journal.’ It is 
dangerous to planning and to ad- 
ministration to isolate the planners 
as though they were a peculiar sect, 
to be recognized on Sunday, let us 
say, but not on week-days. Such 
an attitude is contagious, and the 
citizen will question their value 
and importance. The same risk 
exists for general administrative 
staffs. Merely to establish either 
service by statute, and rejoice that 
we can point to planning and gen- 
eral staff agencies created by law, 
is dangerous. It brings both into 
disrepute, unless the chief executive 
and the department heads find out 
how valuable they are in facilitat- 
ing the preparation of policies that 
are effective and economical, that 
anticipate problems and _ have 
means ready for their solution, and 
that can be executed adequately 


1Ferris, John P.—‘A Question of Pol- 
icy,” PLAN AGE, April, 1936. 
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with the means and agencies which 
have been assigned and coordinated. 


IV. 
I have elsewhere’ discussed 
briefly the range of “functional 


planners” which a presidential gen- 
eral staff should include. A gov- 
ernor should have on his general 
administrative staff (circulating 
through the line departments con- 
cerned, and exchanging posts from 
time to time with line officials) 
planning aides in natural resources, 
public welfare, population prob- 
lems, and economic trends, in ad- 
dition to the auxiliary services 
available in personnel, the budget 
and material. The functional 
planners, by whatever title called, 
would work in touch with a range 
of line departments with some du- 
ties relating to the major function 


1Gaus, John M., Leonard D. White, and 
Marshall EH. Dimock—The Frontiers of 
peer Administration. Chicago, 1936. 
p. 83. 


which is their concern, and thus 
enable the chief executive and his 
associates to obtain a comprehensive 
view of how a problem might be 
dealt with through the existing 
powers and organization of govern- 
ment, what new legislation is re- 
quired, how policies should be 
scheduled as between departments 
and levels of government, what fi- 
nancial and other resources would 
be required, and similar basic fac-- 
tors of which they must take ac- 
count if their program is to be 
effective and defensible. 

Statutory changes, consolidations 
of departments and new social pro- 
grams cemented into new depart- 
ments offer no royal road to a solu- 
tion of our problems of govern- 
ment. Informed and _ intelligent 
research related to the actual sched- 
uling of operations by that “key 
planner,” the chief executive, | 
should be our objective, and on 
this the planner and administrator 
can unite. 3 


Social Planning in Canada 


Le 


S¥9N Canada the idea of so- 
4 cial planning has been, 
until very recently, con- 
224 fned almost entirely to 
the Left. As in other countries, it 
js, of course, an integral part of 
‘the programme of the Communist 
party. “A planned, socialized econ- 
omy” has also been one of the 
leading planks in the platform of 
‘the Socialist party, the C. C. F. 
(Co-operative Commonwealth Fed- 
eration), ever since its organization 
jn 1932. The most elaborate expo- 
“sition of the idea has come from 
‘the L. S. R. (League for Social 
Reconstruction), a society for So- 
cialist research and propaganda 
’ organized in 1931, unaffiliated with 
any political party but otherwise 
corresponding roughly to the Fa- 
‘bian Society in Britain or the 
League for Industrial Democracy 
in the United States. The only 
responsible non-Socialist presenta- 
tion of planning has been the speech 
of Hon. W. D. Herridge (former 
Canadian Minister to Washington 
and brother-in-law of the ex-Prime 
Minister, Mr. Bennett) to the 
Toronto Canadian Club a few 
weeks ago (November 16, 1936). 
To all intents and purposes, there- 
_ fore, we have two Canadian ver- 


sions of the planning idea: the So-. 
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cialist, set forth in the L. S. R. 
book, Social Planning for Canada 
(Thomas Nelson and Sons, To- 
ronto, 1935); and the non-Social- 
ist, set forth in Mr. Herridge’s 
speech. 


Py 


The L. S. R. book is divided into 
two parts: “The Present System: 
Survey and Analysis,” and “What 
Socialist Planning Really Means.” 
The first, which occupies more 
than 200 of 528 pages, is much 
longer than would have been neces- 
sary in a similar book dealing with 
Britain or the United States, where 
the authors could have taken for 
granted a wide acquaintance with 
the basic facts, made familiar by a 
large number of special studies and 
popular works. In Canada, how- 
ever, the factual material accessible 
to the general public has been so 
slight that the authors could take 
almost nothing for granted. They 
had to build their own foundation. 
Hence the disproportionately large 
space given to this part of the sub- 
ject; hence also some of the con- 
spicuous omissions of the second 
part. : 

The “survey and analysis,” start- 
ing from a bird’s eye view of “The 
End of a Century of Progress,” 
covers first the development of the 
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Canadian economy, its natural re- 
sources, capital investment—espe- 
cially foreign investment, a highly 
important factor for Canadian 
planners — population problems, 
the supply of skilled labour, incen- 
tives, corporate enterprise, the 
growth of monopoly and the dis- 
appearance of the free market. 
Much of these last three sections is 
an abbreviated adaptation of Berle 
and Means to Canadian conditions. 
Next comes agriculture, then thirty 
pages on existing government inter- 
vention and ownership. ‘The thesis 
of this chapter is that “govern- 
ment is business” and where it in- 
tervenes it usually does so on behalf 
of business in general or particular 
business groups; even such public 
ownership as we have is mainly 
“public ownership for the benefit 
of private business.” ‘The survey 
ends with a section on waste under 
capitalism, another on why capital- 
ism fails to work, and a third on 
the futility and danger of attempts 
at capitalist planning, which are 
likely to end in Fascism and, to 
quote Mrs. Wootton, “a world 
more planned against than plan- 
ning”. 

The second part of the book 
deals with the logic of planning, 
the machinery of planning, social- 
ization of industry, administration 
in the socialized state, and the ap- 
plication of planning to money, 
banking, investment, public finance, 
foreign trade, a labour code, health 
and welfare services, the rehabili- 
tation of agriculture, the distribu- 
tion services. “The book ends with 
a discussion of the political meth- 
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ods of the transition to the planned 
socialized state (parties, parlia- 
ment, the constitution), and a 
chapter on foreign policy. 


III. 


Mr, Herridge is, necessarily, far 
less specific and detailed. His 
speech was primarily an appeal to 
save democracy by planning eco- 
nomic life, by ‘co-ordination and 
direction by the state.” 
over Europe and Asia,” says the 
press report, ‘“‘the speaker saw a 
universal revolt against want, hard- 
ship, unemployment and_insuffi- 
ciency of life, the result of which 
was that democracy was in retreat, 


“Looking 


and new means being tried for eco-— 


nomic betterment had destroyed 
freedom.” .. . ‘“‘ ‘Present improve- 
ment in business merely conceals 
the new and greater troubles ahead. 


. We must have a new national | 


policy, based upon a sane and or- 
dered plan.’ 


“That is a dangerous word for 
Orthodoxy startles at 
And to the clois-_ 


me to use. 
the sound of it. 
tered minds of some financiers, it 


appears aS a companion piece to 


Beware! 
Fascism and Communism have each 


bombs and revolution. 


a planned economy.’ 

“*They tell us that planning 
means coercion and loss of freedom 
of the individual, when in fact it 


means only control and regulation — 


of the machine. 


former. Without the planning of — 


Unless we achieve 
the latter, we may expect the 


our national well being, there can 


be no freedom in the things that® 
really matter.’ ” 


ae conn ee 


‘not been. 
impulsive way we have lunged at 
faults in the system and done our 
best or worst by them, calling the 
 zesult, reform. But that was not 
reform. ‘That was merely the in- 
" fidelity of orthodoxy to itself. 


principle of planning or 


edged the need for it. 
never consciously and irrevocably 


possibilities and defects. 
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Mr. Herridge makes it clear, 
however, that he does not mean 
Socialism: ‘Constructive planning 
or reform—they are the same— 
does not mean usurpation of indus- 
try’s rightful functions, but cor- 


‘rection of its harmful defects. It is 


the kind of reform which business 
would approve of in its own busi- 
ness. It is the exact measure of 
assistance which the system requires 


* . . . 
“to remove all impediments upon its 
effective operation. ... 


“Tn Canada, Government inter- 
vention is not new. It is a long 
time since industry operated wholly 
without restraint or aid of Govern- 
ment. The state has acted in many 
an emergency. For years it has 
been the wrecking crew of the eco- 
nomic system. But it has never 
been the pilot engine. 

“T thus distinguish between Gov- 


ernment intervention and Govern- 


ment planning. Planning of a defi- 
nite and effective type there has 
In an amateurish and 


“We have never accepted the 
acknowl- 


We have 


embarked upon a plan. We have 


“never reviewed our economy as a 


whole and so surveyed its powers, 


We have 


never determined its capacity in 
terms of our optimum demand ; 


Ad 


nor what the optimum demand 
will be.” 

Mr. Herridge proposes, first, a 
planned tariff: “We have two 
classes of products in Canada. 
those which we naturally produce 
and those which we unnaturally 
produce. The production of the 
latter should be discouraged, for 
they are products to be got abroad. 
The production of the former 
should be encouraged and raised 
to their (sic) potentially high level. 

“The new system of production 
will be scientifically designed to 
support the new principle of com- 
plementary trade. ‘Then it will 
mean protection of the public, of 
labour, of the primary producer, 
and only of the industrialist in 
terms of these. And so the tariff 
comes out of politics and goes into 
its proper place in the economic 
system.” 

The comment of economists on 
this will be, ‘““Doesn’t he wish he 
may get it!” 

Second, increased purchasing 
power. On this, however, Mr. 
Herridge is even less specific than 
on the tariff: “Is redistribution of 
wealth the answer? Would radi- 
cally lower interest rates and 
higher taxation do the trick? 
Would a scheme of co-operative 
buying and selling have anything 
to contribute? Would it help if 
there were to be shorter hours of 
labour, and a real system of pen- 
sions; and complementary to them, 
a program of housing and other 
non-self-liquidating public works? 
Would Government control of 
public utilities and energy indus- 
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tries get us out of the difficulty? 
Must we retorm our monetary sys- 
tem to make it a more effective 
means of facilitating the transfer 
of goods to the consumer? Should 
we stop strutting our dollar upon 
the international exchanges and put 
it to work to build a new credit 
structure? 

“There is a proper answer to 
these questions. When we lay 
down a plan, the answer will be 
part of it.... Our present problem 
is to make up our minds that we 
will have a plan.” 

In Mr. Herridge’s view, the sit- 
uation is urgent: ““The nation must 
march. If we fail to move as a 
democracy against this state of 
things, our need will call some 
other form of government to its 
rescue. 

. “At the hour of crisis, when 
orthodoxy at last goes into action, 
it will go into action on the losing 
side. For it will have as guide, no 
modern plan but just an ancient 
prejudice. .. . Out of the turmoil 
will emerge a coalition . . . em- 
powered to save the country. These 
forces will set about to save it by 
. . . @ movement in reverse. 
They will oppose change and crush 
all overtures towards reform. ... 
This will be a de facto fascist Gov- 
ernment. 

. “There is a middle course: a 
new national policy based on the 
new economic truths, a plan for its 
enforcement, our democratic insti- 
tutions strong behind them both.” 

Much of this is obviously an echo 
of the New Deal and Mr. Roose- 
yelt’s recent victory. But Mr. 
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Herridge, however vague he may 
be about details, sounds far .more 
of a “planner” than Mr. Roosevelt 
ever did. The speech may have far- 
reaching results. For Mr. Her- 
ridge is a trusted adviser of the 
present Conservative leader and is 
much talked of as a possible succes- 
sor. If “recovery” peters out be- 
fore the next general election, it 
may easily be that the political bat- 


tle of 1939 or 1940 will be between 


rival schemes of planning, Socialist 
and non-Socialist. 


IV 


Turning from the idea to the 


practice of social planning, we find 
that the Canadian record under 
this heading is meagre. 

British Columbia has set up an 
economic council (described by | 
Professor Carrothers in a previous — 
issue of this journal’). Nova Scotia 
early in 1936 did the same. Its 
council, under the chairmanship of 
Dr. MacKenzie, former president 
of Dalhousie University, includes — 
an economist, a geologist, a mining 


engineer, a lnbons representative, — 
and several leading business men. 
Its purpose is to investigate and re- 


port on the economic problems of 
the province, especially those dis- 


cussed in the arguments and recom- 


mendations of the royal commission 


¢ 


to whose report the council owes — 


its existence. 


In September the 


council announced that Nova Sco- — 


tia’s fishing and lumber industries 


2 Se tas We A. eee and Eco- 
nomic anning in Britis olumbia,” 
PLAN AGH, June-July, 1936. 
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would receive its “early attention.” 
This seems to be the limit of its 
activities to date. 

In Quebec, the Federation of 
Catholic Workers has advocated 
‘the formation of an economic coun- 
cil, and the new Prime Minister, 
“Mr. Duplessis, suggested in elec- 

tion speeches that he might substi- 

tute such a body for the present 
upper House of the legislature. So 
far nothing has come of this. 
~ Inthe federal Parliament, labour 
and farmer members had repeatedly 
moved resolutions for an economic 
council. During 1935 the Trades 
and Labour Congress (affiliate of 
the A. F. of L.) added its voice to 
theirs; and Mr. Bennett’s govern- 
ment, as part of its “reform” pro- 
gramme, passed an Economic Coun- 
cil Act. The Council was to consist 
of not more than sixteen members, 
under the chairmanship of the 
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research; third, to make recom- 
mendations to co-ordinate the social 
and economic activities of govern- 
ment departments; fourth, to rec- 
ommend the organization of statis- 
tics as basic data for social and 
economic investigations; fifth, to 
publish its reports and findings 
when it deemed it in the public 
interest to do so. “The Council 
was to meet at least twice a year. 
It was to have its own staff, and 
could set up, for particular prob- 
lems, committees which might in- 
clude non-members (who would 
then become, for the purposes of 
such committees, associate members 


of the Council). 


V. 


This was a promising start, but 
it came to nothing. Mr. Bennett’s 
government made no appointments, 
and one of the first Acts of the 


Prime Minister, with the Domin- 
jon Statistician as secretary. Not 
more than seven were to be officials 
of the appropriate government de- 
- partments, not more than five were 
~ to be representatives of bodies of a 
social or economic character; and 
not more than three were to be 
chosen for their special experience 
or knowledge of social and eco- 
~ nomic problems. All the members 


new Parliament repealed the Eco- 
nomic Council Act. The hand 
that dealt the blow was that of a 
Liberal back-bencher. The Prime 
Minister, Mr. Mackenzie King, a 
Victorian Liberal who sticks as 
close to laissez-faire as circum- 
stances allow, took the occasion to 
observe complacently that his cabi- 
net was all the council he needed. 
The only protest came from Mr. 
Woodsworth, leader of the C. C. F. 

Clearly, social planning in Can- 
ada so far is “the substance of 
things hoped for’. How far it 
will get towards realization in the 
next few years probably depends 
on the scope and duration of 
“recovery. 


the Council were to be: first, to 
- investigate and report on social and 
economic problems; second, to 
make recommendations to promote 


and co-ordinate social and economic 


Government rogram —Housing = Fed. 


By 


JAMES W. McNALLY 


I, 


ery LERE are at present five 
Sil Federal agencies con- 
Mee cerned with housing. 
(1) The Farm Credit 
Administration provides credit for 
farm housing through its Federal 
Land Banks, Production Credit 
Associations, and Banks for Co- 
operatives. 

(2). The Federal Home Loan 
Bank Board finances small urban 
homes. The Home Owners’ Loan 
Corporation lent approximately 
$3,000,000,000 directly to dis- 
tressed owners prior to its cessation 
of lending activities on June 13, 
1936. Federal Home Loan Banks, 
Federal Savings and Loan Associ- 
ations, and the Federal Savings 
and Loan Insurance Corporation 
are designed to ease mortgage 
lending. 

(3) The Federal Housing Ad- 
ministration promotes construction 
and modernization of buildings, 
mainly in urban areas, through in- 
suring mortgages and loans of ap- 
proved lending institutions. 

(4) The Housing Division of 
Public Works Administration en- 
deavors to create employment in the 
construction industry and building 
trade through slum clearance and 
low-cost housing. ‘The work of 
purchase, planning and building is 


done directly under PWA; the 
program of loans to limited-divi- 
dend corporations building low- 
rent houses was discontinued after — 
seven projects —now completed 
and occupied—had been approved. 

(5) Resettlement Administra- 
tion engages in the construction of 
rural housing to provide work re- 
lief. Projects may be for rehabili- 
tation or for modern suburban low- 
cost housing. 

To coordinate the activities of 
these agencies and those of the score 
or more departments and divisions — 
which in other agencies are con- 
cerned directly or indirectly with 
housing, there has been established 
a Central Housing Committee. In 
addition to the five major agencies 
given above, there are represented 
in the Committee the National 
Emergency Council, the RFC 
Mortgage Company, and _ the 
Treasury Department. The Com- 
mittee’s semi-monthly publication, 
Housing Index-Digest, is a very 
complete record of housing mate- 
rials the world over. 

A groundwork for the formula- 
tion of a housing program was pro- 
vided by the Bureau of Home Eco- 
nomics of the Department of Agri- 
culture in its Rural Housing Sur- 
vey, which covered 600,000 farm 
families; and by the Bureau of 
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Foreign and Domestic Commerce 
of the Department of Commerce in 
its two valuable studies, Financial 
Survey of Urban Housing (61 
cities) and Real Property Inventory 
(64 cities). 


Ee 


The first Congressional notice 
was given housing in the Emer- 
gency Relief and Construction Act 
of July 21, 1932, which authorized 
ithe Reconstruction Finance Corpo- 
ration to make loans to limited- 
dividend companies for low-rent 
housing projects. So circumscribed, 
however, was the granting of loans 
that only in New York State was 
advantage taken of the housing pro- 
Rision of the Act. ‘The RFC 
Mortgage Company now lends 
‘on new construction when ade- 
quate need can be shown and when 
‘the mortgagee has substantial 
equity, but it confines itself mainly 
to refinancing mortgages on larger 
urban income-producing properties 
when such refinancing cannot be 
accomplished through normal chan- 
nels or FHA. 
~ When the National Industrial 
Recovery Act was passed on June 
16, 1933, provision was made for 
‘Jow-cost housing and slum clear- 
ance under the public works pro- 
gram. The Housing Division of 
-PWA was created for carrying out 
the program. Slum clearance ac- 
‘tivities quickly involved it in a 
maze of litigation over the use of 
the power of eminent domain in 
condemnation of slums for new 
housing; the limited-dividend cor- 


- poration loans for low-cost housing ~ 


were later discontinued when only 
seven of 533 applications were 
found to offer sufficient equity. De- 
spite these difficulties, however, 
the seven acceptable limited-divi- 
dend projects are completed; 30 
slum projects and 20 low-rent de- 
velopments, each housing from 52 
to 1,600 families, will be completed 
by 1937; and PWA housing will 
have given new and better homes 
to 25,000 families. 

The National Housing Act of 
June 24, 1934, created the Federal 
Housing Administration. By Oc- 
tober 1, 1936, FHA had insured 
26 low-cost housing loans totaling 
slightly less than $41,500,000. 

Under a series of Executive Or- 
ders beginning on April 30, 1935, 
Resettlement Administration was 
established and to it were trans- 
ferred the activities of the Division 
of Subsistence Homesteads of the 
Department of the Interior, the 
Division of Rural Rehabilitation 
and the Land Program of FERA, 
and the Land Policy Section of 
AAA. Resettlement is completing 
61 rural community projects thus 
inherited, and is building three 
“Greenbelt” communities in the 
suburbs of Cincinnati, Milwaukee 
and Washington. The latter will 
house more than 3,000 families in 
homes which will be experiments 
and models in low-rent suburban 
housing. 


III. 


During the 74th Congress hous- 
ing legislation was introduced by 
Senator Wagner of New York, 
and Representative Ellenbogen of 


oe 


Pennsylvania. This United States 
Housing Bill, or Wagner-Ellen- 
bogen Bill, provided for the crea- 
tion of a United States Housing 
Authority — an independent cor- 
porate body controlled by five di- 
rectors — which would distribute 
loans and grants for better housing. 
It was intended that the Authority 
would initiate a permanent Federal 
program of slum clearance and low- 
cost housing through such aid to 
public housing authorities and lim- 
ited profit agencies. The total 
amount made available for the next 
three years was $460,000,000. The 
bill passed the Senate but failed to 


The Beneficial Management 
Corporation, Newark, New Jersey, 
has just issued Catching Up With 
Housing by Dr. Carol Aronovici 
and Elizabeth McCalmont. This 
handbook presents an up-to-date 
guide to America’s experience with 
housing. It includes not only fac- 
tual materials and a description of 
Government activities, but also 
bibliographies and lists of individ- 
uals and organizations working in 


the field. 
NS Naas 


The Russell Sage Foundation 
has published Zoning, a volume by 
Edward M. Bassett, New York 
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reach the floor of the House in the 


closing rush last June. 


The Wagner-Ellenbogen Bill 


will be introduced again when the 
new Congress meets on January 
5th. Passage in substantially the 
present form is extremely likely, 
despite the opposition of those who 
claim that it will greatly damage 
private enterprise. The amount 
appropriated will probably be un- 
satisfactory to backers of the bill, 
but in any case the Government 


will definitely be in the field of 


housing and able to experiment 


further with the problem of build- 
ing low-rent housing facilities with- 
out loss. 


lawyer. As is indicated by the sub- 


title, ‘ 


“The Laws, Administration, _ 


and Court Decisions During the — 
First Twenty Years”, the study is 


primarily legal. The author was 


a member of the original zoning | 
board created in New York City | 


in 1913 and has been counsel to 


the Zoning Committee since its 


formation. 


Citations of cases on — 


zoning regulations, arranged ac- 


cording to states, are exhaustively 
given. 
raphy of Zoning in the United | 
States,” 1903-1936, prepared by 
Miss Katherine McNamara of the 
Harvard School of City Planning, 
is appended. 
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An annotated “Bibliog- : 


A BAN a brief readable book- 
Be let, Plan We Must, John 
aN Stanfield analyzes the 
conditions that prevail in 
the major capitalistic countries and 
make for a transition to a planning 
age. New principles and forms in 
domestic and in international trade 
“are being established primarily on a 
nationalistic basis, and at the same 
time the magnitude and influence 
of the international socialist move- 
‘ment are said to be declining. 
The economic changes which are 
going to take place will come about 
not through revolution based on 
the Marxian line-up of workers 
against capitalists but through eco- 
nomic planning. Evidence of this 
‘tendency Mr. Stanfield finds in the 
‘course of the Russian developments 
which since 1917 have not followed 
the Marxian sequence; and in the 
scattered efforts at national control 
of economic activity in England, 
Germany, Italy, the United States 
-and Japan, efforts which were 
forced upon each country by the 
‘collapse of international trade 
rather than by the emergence of 
major class conflicts. 
~The booklet contains sketchy 
chapters on international socialism 
and on planning in Russia, Eng- 
land, and the British Empire— 


a 


Books 


written in the midst of, and to some 
extent colored by, events in 1934. 
The concluding chapter is to the 
effect that capitalistic countries can 
make the necessary economic 
changes without violence if they 
recognize that national economic 
planning will be the dominant 
form of economic organization in 
the future, that it is the next stage 
in historical development, and that 
while it will result in the abolition 
of individual freedom in economic 
life, it will mean a real advance in 
economic security and living stand- 
ards for the vast majority of 
mankind. 

For those who have not yet be- 
come aware of the economic forces 
that in the various countries seem 
inevitably to lead to national eco- 
nomic planning this booklet should 
serve as a good introduction. It 
fits in very well with the growing 
opinion in this country that changes 
in our economic life can be ac- 
complished through the democratic 
process provided we avoid phrases 
that are prejudicial to progress 
(such as economic planning, social- 
ism, communism, efc.) and con- 
stantly hold up to public view the 
true facts which in this country can 
be expected to call forth legislative 


action in the right direction. 
LOUIS H. BEAN 
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Contributors 


George Soule is one of the edi- 
tors of the New Republic. His 
latest work, The Future of Liberty, 
was briefly reviewed in our last 
issue. 

John M. Gaus is a member of 
the Political Science faculty at the 
University of Wisconsin. 

Fritz Ermarth, Lecturer in In- 
ternational affairs at American 
University, has recently written 
The New Germany: National So- 
cialist Government in Theory and 
Practice. 

Eugene Forsey teaches economics 
at McGill University. He was a 
contributor to the L. S. R. volume, 
Social Planning for Canada, which 
is described in his article. 

Louis H. Bean is Economic Ad- 
viser to the Agricultural Adjust- 
ment Administration, Washington, 
Mac. 

James W. McNally is Assistant 
to Chairman Lorwin of ESPA. 


ENE AT TEN 


V. B. Stanbery, Executive Secre- 
tary of the Oregon State Planning 
Board, writes of his recently pub- 
lished report recommending defi- 
nite policies for the sale of Bonne- 
ville power: “This report, which 
was submitted to Governor Martin 
by the Board on November 18th, 
presents for the first time a discus- 
sion of the effects of federal power 
policies upon Oregon and the Pa- 
cific Northwest and outlines the 


policies which will be most benes 
ficial to this state and region.” 

The report, ““Recommended Pol} 
icies for Sale of Bonneville Power” 
suggests that Congress enact legis 
lation for determination of costs 
rates, and marketing policies fos 
power generated at Bonnevilll 
Dam. It asks that “public agencie 
be given preference in purchasin; 
Bonneville power and that approxi 
mately fifty per cent of the Bonne 
ville output be reserved for a rea 
sonable time (two or three yearsé 
for sale at lowest possible rates t/ 
public agencies and public corpa 
rations.” 

Difficulty will probably aris: 
from efforts to sell industrial powes 
in large blocks. The Board recom 
mends that “the lowest feasibl) 
wholesale cost” be given to “thos 
users requiring large blocks of ex 
tremely low-cost power.” Yet “' 
is also essential to prevent irrepan 
able damage to the recreational an 
scenic values of the Columbia Rive 
Gorge by industries which migh 
locate there.” ; 

It is recommended that tht 
power be transmitted at high ten 
sion outside the Gorge and sold t 
all varieties of users at rates set bi 
the Government. These rate 
should be established in such mart 
ner as to “retain the inherent ec« 
nomic advantages of each locatioi 
throughout the nation, . . . the 
one area be not discriminate 
against for the benefit of othe 
areas.” 


The Government and the Consumer 


By 


CLARENCE E. AYRES * 


AOST consumer - minded 
people take it for granted 
that the federal govern- 
; ment should maintain 
some agency specificially devoted 
to the interests of consumers. They 
are aware that the consumer 
agencies set up by the past admin- 
istration did not fare very well, 
but they argue that the weak- 
ness of those agencies was due to 
their dispersion — which accord- 
ingly should be offset by consolida- 
tion of all the government’s con- 
sumer services into a single division 
or bureau. Some even go so far as 
to hope for a department. 

But I have come to doubt the 
wisdom of this course. There is no 
question of the importance of what 

‘is called the consumers’ interest, 
‘nor of the responsibility of govern- 
ment in this regard. Indeed, my 
question is whether even a depart- 
ment would be adequate. The 
case is somewhat analogous to that 
of education. For many years an 
agitation has been going on for the 
recognition of the national impor- 
tance of education by the creation 
of a cabinet department of educa- 
tion, and I confess that I have 
shared this view. But not long ago 
I was persuaded otherwise by a 
~ man whose knowledge both of edu- 
cation and of government is perhaps 


I 


unique. A department, he pointed 
out, is necessarily headed by a cabi- 
net officer, and a cabinet officer is 
almost inevitably a politician. No 
educator would care to see the na- 
tional educational policy dominated 
by politics, but that is precisely 
what people are asking for when 
they plead for a department. The 
reasons against a specific consumer 
agency are different, of course. But 
their effect is the same. 

Why have the recently created 
consumer agencies failed? Every- 
body knows that they were small, 
inadequately financed and insuffi- 
ciently codrdinated; that they had 
no potent “pressure-group” behind 
them; that they were subordinate 
divisions of larger agencies whose 
major policies they were fated to 
oppose. Yet the real difficulty runs 
deeper. 

The original function of the con- 
sumer agencies was to “represent” 
the consumers’ interest in councils 
where wisdom and justice were ex- 
pected to result from government 
mediation of the conflicting inter- 
ests of producers, laborers, and 
consumers. But whereas the rep- 
resentatives of “the producers” and 
“Jabor” were in fact officers of the 


* |prtor’s Nore—This article was 
written before publication of the report 
of the President’s Committee on Admin- 
istrative Management. 
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leading firms and most potent un- 
ions in the trades to be codified, the 
consumers’ representatives were 
just a lot of public spirited citizens 
actually representing nobody. ‘This 
situation is not one merely of de- 
ficiency at the consumer end. By 
what right did the other “‘repre- 
sentatives” actually represent “pro- 
ducers” and “labor”? Did they 
not really represent the trade in- 
terests of the dominant firms, in- 
stitutes, associations, and unions of 
which they were in fact responsible 
officers? ‘That, at all events, is the 
quite general suspicion. 

And that, I think, is the chief 
defect of the theory of the conflict 
of interests between producers and 
consumers. ‘The real conflict is be- 
tween special interests — usually 
quite specific and well known—and 
the public interest. We let the 
specific predatory interests remain 
anonymous, calling them “pro- 
ducer” out of respect for their 
power, not their character, though 
we know them to be just as inimical 
to the interests of other producers 
as of labor and consumers. There 
is no conflict, and there can be 
none, between the abstractions, 
production and consumption. Prop- 
erly considered the interests of both 
producers and consumers are phases 
of the public interest. What we 
have to guard against is not a sup- 
posed “producer point of view,” 
but the machinations of particular 
business men. 

In this sense the consumer in- 
terest is the only one that was prop- 
erly represented in the recovery 
agencies. Its representatives were 


citizens wholly unconnected with 
any special interest, and what they; 
undertook to represent was the: 
public interest pure and simple.. 
The question might be raised why, , 
in that case, the public interest: 
should be called ‘“‘consumer,”’ since : 
the public is no less concerned about : 
labor and production. My answer ° 
would be that it makes little dif-- 
ference in theory but a great deal 
in practice. In practice any refer-» 
ence to the interests of labor or ’ 
producers is instantly associated — 
with the policies and practices of 
certain specific organizations, 
whereas reference to the consum- 
ers’ interest is not. 


ibe 


The public has paid a great deal 
of attention lately to what are 
called consumer problems. ‘The 
codperative movement is one aspect | 
of it. Current interest in the fate 
of the government’s consumer agen- 
cies, even perhaps the institution of © 
those agencies in the first place, is" 
another. But all this is the voice 
of public conscience, and what it 
speaks for is not the promotion of 
one cause at the expense of others 
but the orderly, planned conduct 
of industry in the public interest. 

This, I think, is what must be 
borne in mind in any discussion of 
the organization of the govern- 
ment’s consumer services. Quite 
apart from representation and med- 
iation (the occasion for which has 
largely passed) the government 
maintains a number of special serv-. 
ices in which consumers (that is, 
the public) are particularly inter-| 
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ested. Many of them of course far 
ante-date the past administration. 
though each of the emergency con- 
sumer agencies made notable con- 
tributions all along the line. Nev- 
‘ertheless these services are widely 
‘scattered and for this and other 
reasons lack the effectiveness they 
ought to have. Their consolidation 
and expansion has therefore been 
regarded as one of the chief re- 
sults to be sought by the creation 
‘of a single, central consumer 
bureau. 

For example, the impartial, au- 
thoritative examination of consum- 
ers’ goods — measuring, grading, 
‘testing, standardizing, and stand- 
ard labeling—is ardently desired 
by all advocates of the consumers’ 
jnterest. Quite a number of gov- 
ernment agencies carry on services 
of this kind. ‘The Committee on 
Government Statistics and Infor- 
mation Services was sufficiently in- 
terested in their prolixity to have 
a survey of them made, and I pre- 
‘sume that some sort of consolida- 
tion will be recommended in the 
-Committee’s final report. But the 
“question is: What sort? 

- Much the largest and best 
equipped of the government’s test- 
ing services is that of the National 
Bureau of Standards, and it would 
therefore seem not unreasonable 
that this bureau should become the 
point of focus for all. But among 
consumer advocates the Bureau of 
_ Standards is suspect. In particular 
Ma has been suspected of having a 
great deal of information of the 


ighest value to consumers which 


a 
av 
s 


Wass 


it has deliberately and systematic-__ 


ally withheld. This is not the case. 
But the more general charge may 
perhaps be true, that the bureau 
has been conducted as a branch of 
the Department of Commerce to 
give various services to business 
men, and in consequence is not 
strongly imbued with the public in- 
terest as consumers view it. 

This difficulty increases as the 
problem is further pursued. Thus 
the principle adopted by the Cen- 
tral Statistical Board for the or- 
ganization of government informa- 
tion services is that fact-finding 
should be attached as closely as 
possible to regulation and enforce- 
ment. On this principle the scru- 
tiny of consumers’ goods should be 
entrusted to the agencies which can 
do something about it. But which 
are these? In spite of the Raladam 
decision, which prohibited the Fed- 
eral Trade Commission from pro- 
tecting consumers except incident- 
ally to its proper business of sancti- 
fying competition, the Commission 
evidently thinks that it could and 
should police the drug trade; but 
the Food and Drug Administration 
seems to think not. 

Thus the duplication and con- 
fusion of the consumer information 
services run back to the still 
greater and vastly more important 
duplication and confusion of regu- 
latory agencies. Indeed, my feel- 
ing is that this is the real seat of 
the trouble. Consumers want in- 
formation about the products of 
industry, and of course they have 
a strong claim to getting it. But 
their greater need is not for help in 
making individual buyers’ choices 
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but for the facts which are indis- 
pensable to the regulation of indus- 
try in the public (that is to say, 
the consumers’ ) interest. 

To resolve the confusion of the 
regulatory functions of the govern- 
ment is of course a tremendous 
order. It involves a whole row of 
commissions whose independence is 
their Magna Charta. It also in- 
volves the validity of the sugar- 
plum theory on which the Depart- 
ment of Commerce has come to be 
conducted. And it raises the major 
constitutional issue of modern 
times. 

Does the federal government 
have the power to regulate indus- 
try in the consumers’ interest? Or 
is its proper function that of giving 
hand-outs to the business interests 
that have enough influence to get 
them? Can regulation be made ef- 
fective by a galaxy of separate and 
independent bureaus, departments, 
and commissions? ‘These are the 
questions of really vital import to 
consumers. If they are unanswer- 
able, all talk of consolidation of 
consumer information services is, 
to say the least, inconsequential. 

But if they can be answered fav- 
orably to the consumers’ (that is to 
say, the public) interest, the lesser 
problem solves itself. Not only 
would this regulatory arm of the 
government be capable of sustain- 
ing the information services which 
relate to consumers’ goods; it would 
be incomplete without them. Such 
fact-finding services would be the 
sensitive finger tips of the regula- 
tory arm. And this is true not only 
of those which scrutinize the prod- 
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ucts of industry, but also of the 
statistical observation of their 
prices, since of course these two in- 
quiries are complementary. 

Such a control-of-industry ad- 
ministration would indeed be the 
answer to the consumers’ prayer. 
It would contain, first, all the labo- 
ratory services of the government 
for measuring, grading, testing, 


standardizing, and correctly label- 


ing all the products of industry, 


closely correlated to prevent dupli- 


cation and eliminate gaps and to 
focus all the branches of the service 
on a common policy—the consum- 
ers’ (public) interest in sound 
products truthfully described. Sec- 
ondly, it would contain all the 
statistical services directly contribu- 
tory to a knowledge of the prices 
at which goods are sold and to the 


analysis of the costs behind the | 


prices, and all the price studies, cost 
analyses, and special studies of par- 
ticular industries and economic 
functions which are essential to the 


determination of what constitutes | 
a fair price to the consumer. Fi- 


nally, and most important of all, 
it would have the regulatory pow- 


ers and the administrative machin- 


ery to make these findings effective 
by the actual regulation of industry 
in the interest of the consuming 
public. 


III. 


Nevertheless I should not call 
this a consumers’ department. Im- 
portant as sound goods and fair 
prices are to the consumer, they are 
no more important than income; 
and since the whole outlay of the 
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national income may be substan- 
tially altered by a system of taxa- 
tion, the Treasury Department is 
the seat of one of the consumers’ 
vital interests, as I have already 
remarked. 

_ Studies of the levels of consump- 
tion, standards of living, the dis- 
tribution of consumer purchases at 
“different income levels, and allied 
problems—such, for instance, as 
the one described in PLAN AcE for 
October, 1935—have little or noth- 
‘ing to do with the qualities and 
prices of the various specific prod- 
‘ucts of industry. “They are con- 
cerned with income, its distribution, 
‘and what its distribution means. As 
such they are by no means matters 
of indifference to the farmer, the 
~home-maker, or the trade unionist. 
Their conduct by the Bureau of 
Home Economics and the Bureau 
of Labor Statistics is certainly de- 
fensible, and indeed these agencies 
deserve our gratitude for undertak- 
ing what no one else apparently 
- was prepared to sponsor. 
Nevertheless it is perfectly ob- 
vious that the distribution of the 
‘national income is not the exclusive 
concern of farmers nor of home- 
makers nor of unionists nor of all 
of them together. It is the concern 
- of consumers, that is, of the public 
in its economic role. This interest 
should of course be recognized by 
the concentration of responsibility 
for the initiation and conduct of 
such studies. In the absence of any 
- better place they might be located 
in the Treasury Department. But 
this department is preoccupied with 
- highly technical matters of its own, 
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and a much more hospitable home 
may soon be available. I refer to 
the Department of Social Welfare 
which, according to rumor, is to be 
the next major innovation of the 
“New Deal”. 

As everybody knows, the distri- 
bution of income has been forced 
upon the government and has al- 
ready become one of its major re- 
sponsibilities. This development 
was of course hastened by the de- 
pression. But to an even greater 
degree it was made apparent and 
familiar. The problem existed and 
was hotly debated long before the 
crash, and in spite of marked recov- 
ery it is obviously going to continue 
on an enormous scale. Indeed, the 
social security program—accepted 
in principle even by the Republi- 
cans and by state as well as federal 
governments—would seem to indi- 
cate its permanent domestication as 
a governmental responsibility. 

The proposal of a department in 
which all the relief and security 
agencies would be concentrated 
and coérdinated marks the coming 
of age of the income problem. Such 
an agency would of course bring to 
focus one of the two major interests 
of the consumer. Doubtless neither 
relief nor social security is the sole 
bulwark of the American standard 
of living. Nevertheless their con- 
cern is with the irreducible mini- 
mum and therefore their interest in 
the facts of national consumption is 
direct and obsessive. On the prin- 
ciple that fact-finding must go with 
responsibility, a department of so- 
cial welfare will inevitably gather 
up and codrdinate all the efforts of 
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the government in measuring and 
analyzing the consumption habits, 
practices, and limitations of the 
nation. 

It may also assume the task of 
consumer education even to the ex- 
tent of adopting the U. S. Office of 
Education. I am encouraged to 
cherish this hope by two sets of 
considerations. In the first place, 
a department of social welfare will 
naturally absorb various social serv- 
ices, such as those of the Public 
Health Service, the Women’s Bu- 
reau, the Children’s Bureau and 
the like. These services con- 
stitute an outlay of the national 
income for the public benefit just 
as direct and definite as money pay- 
ments, so that their spirit and policy 
are identical with that of relief and 
_ social security. Education certainly 
shares this spirit and follows this 
policy of direct distribution to the 
consumer in accordance with the 
public need, and it should therefore 
belong to the same administrative 
family. 

A second consideration derives 
from the nature and importance of 
consumer education. No one doubts 
that the consumer needs to be edu- 
cated. Indeed, the achievement of 
economic literacy may be the prime 
condition of industrial democracy. 
Every one of the government’s con- 
sumer agencies has appreciated this 
and has tried—alas, pretty ineffec- 
tively!—to do its bit to educate 
consumers. But actual accomplish- 
ments have been slight because the 
problem is enormous. Consumer 
education is not a matter of teach- 
ing house-wives how to haggle. By 


no possible intellectual feat can 
anybody become an expert purchas- - 
ing agent for the whole range of © 
consumers’ goods. Furthermore, , 
what consumers need to know is} 
not merely how to get what they’ 
want but what to want. They need | 
to know what modern industry is: 
capable of supplying them and how ' 
this capacity may be realized. 

In a very real sense consumer ’ 
education — the training of the 
citizens of an industrial society — 
is the objective of the whole na- | 
tional effort of public education. 
Certainly it is one aspect of the - 
national objective. And the whole: 
trend of modern education seems to | 
recognize this truth. Although it 
has had no connection whatever 
hitherto with any of the consumer | 
agencies, the Office of Education 
has already been impelled by mani- | 
fest destiny to enter the field of 
consumer education. ‘This trend, I 
think, is bound to continue and to 
lead eventually to the alignment of 
the national educational effort with 
other phases of the national service. 
to consumers. 


IV. 


These are grandiose dreams. I 
am told that they are quite impos- 
sible to realize in the visible future. 
I doubt this. According to rumor 
a department of social welfare is 
just in the offing; and although its 
actual form will very likely be de- 
termined by the familiar processes 
of political compromise and admin- 
istrative grab, I venture to think 
that its content will inevitably be 
that of the consumers’ interest in 
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the distribution of the national in- 
come. The clarification of the na- 
tional policy and the administrative 
machinery for the regulation of in- 
dustry may be delayed. But that 
also i is bound to come, and when it 
‘comes its content also will be found 
to be that of the consumers’ inter- 
est in honest goods at fair prices. 
It is for this consummation, I 
‘believe, that consumers should 
steadfastly hope and work. I am 
‘told that this is a mistake; that 
great oaks from little acorns 
grow; that the consumer should 
first get some unit—any unit—of 
his own and then try to expand it 
‘to do a proper job. I am told that 
this is what always happens. But 
I don’t believe it. I don’t believe 
that the Department of Labor, for 
jmstance, came into existence as the 
esult of the gradual growth of the 
Bureau of Labor Statistics in the 
‘old Department of Commerce and 
Labor. On the contrary, it came 
in response to a national need and 
a national demand which might 
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have been fulfilled earlier but for 
earlier sops. I am against sops. 
There is no way, I think, by which 
the consumer can be more effec- 
tively and completely betrayed than 
by setting up little agencies to “‘rep- 
resent” his interest when in the 
nature of the case they cannot pos- 
sibly represent it adequately. I do 
not mean to imply that such was 
the intention behind the creation of 
the recent consumers’ divisions, 
boards, and counsels. But consum- 
ers should understand clearly that 
such was nevertheless the fact, and 
that the only agency which is ade- 
quate to their needs is the govern- 
ment itself. 

And after all, whose government 
is it? Consumer advocates com- 
plain bitterly that the consumers 
are not organized and are not amen- 
able to organization. I challenge 
this. One hundred twenty-five 
million consumers residing in 
North America are organized as 
the United States of America. 


Some Aspects of European Cooperatives 


By 


CLARK KERR 


=@ HE European consumers’ 
i cooperative movement 
has been growing stead- 
ily for the past fifty 
years. It has successfully with- 
stood wars and depressions until 
today it ranks as the major distrib- 
utive agency in Western Europe. 
In this area nearly twenty million 
families, representing almost one- 
fourth of the population, are con- 
sumers’ cooperative members. 

A rapid glance at the economic 
strength of the movement gives the 
impression that it holds a position 
in the field of distribution some- 
what similar to that of the chain 
stores in the United States. With 
the aid of their wholesales and fed- 
erations, the cooperatives intro- 
duced large-scale retailing methods 
to many of the European countries. 
Even though they seldom handle 
more than 10 per cent of national 
retail trade, specializing chiefly in 
food products, they are the largest 
single distributors. They easily sur- 
pass the combined trade of all chain 
stores in any one of a dozen coun- 
tries, although the recent expansion 
of a few chain enterprises has been 
a cause of growing concern. How- 
ever, it is the independent merchant 
who still does the bulk of the 
retailing. 

Aside from this similarity, the 


cooperatives differ greatly from 
the chain stores. “Their ultimate 
goal is social reform through co- 
operation. “They seek to make the 
consumer the owner of the eco- 
nomic system. The immediate 
method is the democratic control of 
economic enterprise on a non-profit 
basis and in the interest of the 
consumer. 

Indications are that the co- 
operatives have been definitely ad- 
vantageous to large sections of the 
Western European population. 
From the point of view of price, 
several studies have shown that. 
general retail prices are approxi- 
mately 10 per cent lower in those : 
communities where there are co-- 
operative stores. In addition to this | 
general reduction, cooperative : 
members generally receive divi-- 
dends varying from 5 to 15 per’ 
cent of their purchases. | 

Cooperative competition has at | 
times forced a general improvement - 
in the distributive efficiency of ' 
private retailers. For example, in- } 
dependent Swiss merchants have} 
formed powerful federations for | 
wholesaling and production in or- 
der to compete more efficiently. In 
Switzerland, as in Sweden, new} 
and modern architecture has been | 
introduced by the cooperatives and 
followed by private business. 
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Some of the cooperative societies 
in Europe, particularly those in the 
Scandinavian countries, consider it 
their duty to police the entire eco- 

“nomic system. Where they find 
excessive profits they seek to elim- 

"inate them by going into production 

and selling their own products. 

‘They have thus acted as a yard- 
stick for private business and the 
consumer has benefited from lower 

prices and better quality. Not all 
cooperatives, of course, have been 
sufficiently aggressive or efficient to 
accomplish these results. Instead, 

“some have accepted existing com- 

“petitive standards and have used 

“their profits for political and social 

-activities or for dividends to 
members. 

Employers of about half a mil- 
lion people in their stores and fac- 
tories, the European cooperatives 
‘generally pay better wages than 
‘their competitors. In some coun- 
‘tries the cooperative wage aver- 

ages as much as 75 per cent more 
than in similar private business. 
Also, the cooperative workers uni- 
yersally have the right to organize 

-and to bargain collectively. 

- The fact that cooperatives ac- 
tually pay higher wages and tend 
to lower prices, in addition to their 

general opposition to the profit sys- 
tem, has made competition with 

"private business particularly bitter. 

This antagonism has increased and 

found political expression in recent 

years. The cooperatives originally 
predicated their success upon their 

- freedom to expand in a competitive 

economy. Before the World War 


they exercised this freedom to the 


full and developed at the expense of 
private merchants and producers 
throughout almost the whole of 
Europe. Conditions have changed 
somewhat since that time and the 
State has entered the economic field 
to a greater degree. Now the co- 
operatives are confronted with the 
necessity of competing for political 
as well as economic favor. ‘They 
are finding themselves increasingly 
controlled and limited by the State 
in democracies as well as dictator- 
ships. 


II. 


The Russian movement was the 
first to feel the hand of the state in 
its affairs. Although somewhat 
hindered by the Czar’s govern- 
ment, the cooperatives had de- 
veloped at a rapid rate during the 
last years of the Czarist regime. 
Under the Kerensky government 
their membership doubled to nearly 
twelve million. Then came the 
October Revolution. The Com- 
munists looked upon the consum- 
er’s cooperatives as a method of re- 
forming capitalism and felt that 
they must fall with capitalism. 
They admitted, however, that the 
ultimate aims of the cooperatives 
were the same as those of commun- 
ism, although the members were 
likely to become bourgeoisie in tem- 
perament. Partly because of this 
sympathy and partly because of the 
necessity of maintaining a distribu- 
tive system, the Bolsheviks during 
the first two years of their regime 
left the cooperatives a certain 
measure of liberty. 
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In 1920 the Communists as- 
sumed full control of the move- 
ment and made it an instrument of 
the state, although without chang- 
ing its name. Membership was 
made compulsory for certain classes 
of people, and party representatives 
were placed in complete charge. 
Since that time the nature of the 
Russian movement has changed 
with changing state policy. Under 
the NEP its freedom increased, 
only to be diminished under the 
first five-year plan. The most re- 
cent development has been the ab- 
sorption of all “cooperative” stores 
in urban communities by the state, 
while giving the “cooperatives” a 
virtual monopoly in the rural dis- 
tricts. The term “cooperative”, 
however, has lost its meaning. 
Membership in the societies is not 
voluntary. Their democracy is 
subjugated to the will of the party 
and their economic freedom to 
establish prices, declare dividends 
and open new enterprises is strictly 
limited by the state. 

Fascist states, as well, have 
shackled the cooperatives. The 
movement in Germany has been 
dominated by the state to much the 
same degree as in Russia, but in a 
different manner. Hitler assumed 
power with the support of the small 
independent retailers and was in- 
debted to them. But, although local 
attacks on cooperatives and their 
leaders had been countenanced, he 
did not develop a governmental 
policy toward the cooperatives un- 
til 1935. Then the cooperatives 
were declared to be ‘“‘Marxist tools” 
and unstable economic organiza- 
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tions. The Ministry of Economics 
was given the power to “assist” the 
dissolution of societies. As a result, 
cooperatives wtih 40 per cent of 
the national membership have been 
closed, including the Berlin society 
with three hundred stores. 

The remaining groups in Ger- 
many must return to their members 
before 1941 all savings invested in 
the organization. Since more than- 
twice the amount of the share cap- 
ital comes from these savings, the 


decree is likely to bring additional — 


dissolutions. The Ministry of Eco- 
nomics has the power to authorize 
the opening of new cooperative en- 
terprises, but none have yet been 
approved. The Ministry entirely 
dominates the national cooperative 
federation and wholesale society to 
which all societies must now belong. 
Interestingly enough, the chain 
stores have not yet been molested 
despite the fact that they also com- 
pete with the “‘little man’”’. 


The Italian cooperatives have 
met a slightly different fate. Their 


spectacular growth during the two 


or three years preceding the March | 


on Rome was brought to a sudden 
conclusion upon the advent of 
Mussolini to power. Cooperative 
societies were dissolved, their stores 


destroyed or taken over by private | 


individuals, and their leaders perse- 
cuted. One year later the member-. 
ship of the movement had been cut 
in half. Since that time, however, 
the remaining groups have been 
relatively unmolested and member- 
ship has been slowly increasing. 
They have been bereft of their 


social aims and placed under the 
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fairly rigid control of a national 
federation dominated by Mussolini. 
In their purely economic aspects. 
the Italian cooperatives have been 
relatively as free as any private 
business. I] Duce, who has little 
sympathy for the small indepen- 
dent merchant, has spoken in favor 
of them as an “arm of defense 
against the greed of speculation”. 
They are the only retailing organ- 
ization in the nation which may 
open new enterprises without ex- 
plicit permission. In spite of this, 
the International Cooperative Al- 
liance, which has cooperative move- 
ments in forty countries affl- 
jated with it, refuses to recognize 
the Italian federation. The Alli- 
ance claims that a true cooperative 
has not only an economic function 
but a social and democratic ideal 
as well. 
In Austria the government tol- 
erates the cooperatives although 
they are composed almost entirely 
of former Social Democrats. The 
- government will not permit them 
to conduct any social or political 
activities or to increase their total 
membership. ‘The pressure on the 
government from private retailers 
__ is so great and the threat of Nazism 
so strong that their future is highly 
‘uncertain. 
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Ill. 


The circumstances in the demo- 
_ cratic countries of Europe are dif- 
ferent only in degree. There, too, 
the state has been exercising in- 
creasing control over economic life. 

The cooperatives have suffered 
: either from regulations favored by 

‘independent merchants and similar 


to measures taken against the 
chain stores in the United States, 


or from restrictions which ad- 
versely affect any expanding 
business. 


In a number of democratic coun- 
tries of Western Europe the co- 
operatives do as much as 10 or 12 
per cent of the retail trade. They 
are the most important competitors 
of the local independent, who finds 
himself at an economic disadvant- 
age. Moreover, the cooperatives 
are continuing to increase their 
membership steadily regardless of 
depressions. This constant growth 
is a source of worry to the private 
retailer—and he is organizing to 
obstruct it. 

In France, laws passed under the 
recent economy program tax the 
surplus of cooperatives as profits 
thus limiting the ability of a co- 
operative to return dividends to its 
members. Even in Sweden, where 
otherwise the cooperatives are very 
free, the laws of taxation favor the 
private merchant and place a 
greater burden on the cooperatives. 

In Switzerland there are several 
cantons with “cooperative taxes” 
which impose progressively higher 
rates on societies with a number of 
shops ; while a Federal law has been 
passed prohibiting new cooperative 
stores from being established with- 
out government permission. A sim- 
ilar law has been debated in the 
English House of Commons and 
seriously considered in Holland. 
Meanwhile, in Denmark and 
Czechoslovakia private store op- 
position has taken the form of laws 
to prohibit cooperatives from sell- 
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ing to non-members. Many soci- 
eties have suffered penalties from 
accidental sales to non-members or 
to agents-provocateurs sent by 
competitors. 

The general trend towards na- 
tionalism has limited the freedom 
of cooperatives to engage in inter- 
national trade, and governmental 
systems of production control have 
hindered their internal expansion. 

In England a quota system for 
the production of coal resulted in 
the closing of a cooperative mine 
just renovated at a cost of $100,- 
000. A bacon marketing scheme 
protecting the home market for the 
British producer forced the aban- 
donment of a bacon factory in Den- 
mark owned by the Cooperative 
Wholesale Society. About the same 
time, a franchise system for bus 
service to protect the railroads from 
competition stopped several co- 
operatively owned bus lines. There 
is also a potato acreage licensing act 
imposing a heavy tax on new potato 
acreage which limits the expansion 
of the cooperatives in agricultural 
production, although they already 
operate one of the largest farms in 
England. 

Limitations such as these are not 
unique in England. Swiss coopera- 
tives are limited in their importa- 
tions of foreign wine and must 
purchase butter from a state-con- 
trolled monopoly. In Denmark, 
cooperative leaders declared they 
had been forced into the uneconom- 
ical manufacture of clothing and 
shoes because of quota restrictions 
on imports. ‘They pointed out that 
at the same time similar factories 


were idle in England, the consum- 
ers were paying for the duplication 
of facilities. 

Dutch cooperatives are likewise 
hindered by quota and stabilization 
systems for coal, bread and other 
products. In Holland private re- 
tailers controlling one of the stabil- 
ization plans have forbidden direct 
delivery from certain types of fac- 
tories to cooperative stores. In 
Norway, the cooperatives have 
been unable to secure governmental 
permission to open a bank, one of a 
number of enterprises for which 
governmental permission is now 
necessary. Only in Finland and 
Belgium, where the governments 
are favorable to the cooperatives, 
have they completely escaped the 
general tendency toward regulation 
and limitation. 

IV. 

This relatively new development 
of state interference is bringing a 
revision, only half realized by the 
cooperators themselves, of coope- 
rative principles and methods. The _ 
Rochdale principle of political and 
religious neutrality, recently reaf- 
firmed by the International Co- 
operative Alliance, is receiving lit-_ 
tle more than lip-service from the 
practical leaders in many countries. 
The Rochdale principle was devel- 
oped at a time when the state was 
of less importance in the economic — 
life of acountry. Political and re- 
ligious neutrality allowed the co- 
operatives to take in all members of 
their communities. Also, it freed 
them from internal problems aris- 
ing from political and religious 
divisions. 
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Should and must the coopera- 
‘tives protect themselves from the 
state, and how can they? Will state 
interference subside with returning 
‘prosperity? There is considerable 
‘confusion and disagreement over 
these questions both within and 
among the various national move- 
ments. The International Co- 
operative Alliance is now preparing 
a report on “cooperatives and the 
planned economy” which will bring 
the issue more to the fore. 
Regardless of desire, cooperative 


—, 


- furthest in Belgium. 


movements throughout Europe are 
entering politics officially or unof- 
ficially. In England the Coopera- 
‘tive Party, formed during the War, 
spent more money during the gen- 
eral election of 1935 than the 
Labor Party. In most instances it 
supported the Labor Party candi- 
dates; but it also elected nine men 
running on its own ticket. Socie- 
‘ties with nearly five million mem- 
bers are affiliated with the party. 
Although only a part of this group 
is politically minded, this fact, ac- 
cording to cooperative leaders, is 
“being remedied by intensive educa- 


tional and propaganda work”. Two 


of the major party planks are op- 


position to “monopoly producers’ 
control involving exploitation of 
the consumers” and to the “grave 


menace of Fascism’. 

Participation in politics has gone 
Here the 
‘largest federation of cooperatives 
“makes direct contributions to the 


Zé Socialist party and press. Ministers 


“for Socialist cabinets frequently 


have been drawn from the coope- 
_ rative movement. 
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Cooperators in Switzerland and 
Holland have recently, although 
less officially, supported the Social- 
ist and Social Democratic parties 
which united with them in oppos- 
ing unfavorable legislation. The 
Swiss cooperatives take partial 
credit for the increased Socialist 
vote at the last Federal election. In 
addition, one of the two Finnish co- 
operative federations is outspokenly 
liberal in politics, and commenta- 
tors on Yugoslavian cooperatives 
report that “every leader in an im- 
portant political party holds some 
office in the cooperatives”. Other 
cooperative movements are de- 
pending upon the social democratic 
parties to express their viewpoint, 
and in France an unofficial commit- 
tee of “cooperative deputies” has 
been formed. 

Few national movements are not 
forming some political alliances. 
Yet there are still several strong co- 
operative federations in Europe 
which are non-political in the 
strictest sense of the term. One is 
a new federation in Belgium, com- 
posed chiefly of civil servants, 
which is making rapid strides. An- 
other is one of the two major fed- 
erations in Finland. 

The political problem now con- 
fronting European cooperative lead- 
ers is a difficult one. ‘There are 
at least three conflicting suggestions 
concerning it. First, since coope- 
tative membership is frequently 
composed of supporters of many 
political parties there are strong in- 
fluences toward political neutrality 
in accordance with established co- 
operative principles. At the same 
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time, the formation of an indepen- 
dent party representing consumers’ 
as against producers’ interests has 
been proposed; this would take 
time to build and would gamble on 
slight chances for success. Finally, 
the wedding of cooperatives to any 
one political party frequently leads 
to a confusion of ideas. 

The cooperative movement of 
Europe is groping for a new po- 
litical philosophy and a satisfactory 
mode of political action. The fact 
that it is being forced into a new 
path by the course of events makes 
the necessary decisions even more 
unpleasant to make: 


V. 


As a final aspect, the develop- 
ment of planning among the Euro- 
pean cooperatives is worthy of 
brief notice. Societies in many 
countries are formulating plans of 
varying degrees of completeness. 
The English “Ten Year Plan’’ is 
typical of the more general pro- 
grams devised chiefly for propa- 
ganda purposes. Among its aims it 
includes: increased membership, 
more members “who believe in the 


movement”, new trade, develop- 
ment of cooperative production, 
reduction of distributive costs, de- 
creased overlapping of societies and 
stores, and improvement of the 
range of services. “These same 
plans for the immediate future 
might be subscribed to by any 
movement in a democratic nation of 
Western Europe. 

The Czechoslovakian ‘Ten 
Year Plan” is more a blue print. 
It projects a 30 per cent increase 
in membership and a 25 per cent in-_ 
crease in business turnover. “The 
plan anticipates the opening of a 
definite number of new stores in > 
prescribed areas, and a stated in- 
crease in capital; it sets a definite 
goal for average weekly purchases 
per family. Other cooperatives are 
evolving similar programs. 

The future and success of this 
planning—and of the cooperative | 
movement in general—appears to 
depend only in part upon the de- 
sires and actions of cooperative 
members. The preservation of | 


peace, democracy and freedom is 


equally necessary for continued 
development. 


Cooperatives in Germany 


By 


| FRITZ ERMARTH 


WAVE of enthusiasm 

for cooperatives is spread- 
| ing over the United 
2 States. Frequently it is 
“said that cooperative associations 
: 


will play a major or even a decisive 
‘role in the process of adjusting the 
country’s economic structure to 
‘modern social needs and creating a 
planned society. The great results 
achieved with cooperatives in Scan- 
-dinavian countries, especially Swe- 
den, are cited. It may in this con- 
nection be of interest to review 
briefly some cooperative experiences 
in Germany, since Germany, sec- 
ond only to Sweden and perhaps 
- England, has one of the most highly 
developed systems of cooperatives 
in the world and, unlike Sweden, is 
a highly urbanized and industrial- 
ized country. 
_ ‘The first cooperatives were or- 
ganized in Germany towards the 
_ middle of the last century. Under 
the leadership of social-minded 
~ men (by no means Socialists) such 
as Schulze-Delitzsch, Huber and 
- Raiffeisen, small groups of handi- 
_ crafts men, peasants and workers in 
little towns and villages joined to- 
_ gether to form purchaser and credit 
“unions. The concrete aims of giv- 
"ing the small man the advantages of 


~ large-scale business and of strength- 


ening his capital basis determined” 


the early cooperative policies. It 
was but half a century later that 
“the establishment of a cooperative 
commonwealth and the transfor- 
mation of the old anti-social order”’ 
became the avowed aim of the co- 
operative movement. From 1875 
on, together with the growth of in- 
dustrial capitalism, the cooperative 
movement expanded rapidly in ur- 
ban as well as rural areas. The Social 
Democratic party and trade unions 
had given up their opposition to 
consumers’ unions, and their mem- 
bers gradually became the backbone 
of the movement in industrial cities. 

It is of interest to note that the 
total number of cooperative associ- 
ations in Germany has increased 
during the past few years. Par- 
ticularly large is the increase in 
agricultural producer cooperatives ; 
they rose from 5,600 in 1931 to 
over 9,000 in 1934; the largest 
group among them, the dairy coop- 
eratives, almost doubled their num- 
ber during the past five years, num- 
bering over 8,000 in 1934. A de- 
crease, however, is noticeable in the 
total of credit unions and building 
cooperatives, and a continuous de- 
crease for the past ten years is ap- 
parent also with regard to consum- 
ers’ associations. Whereas in the 
case of the building and credit un- 
ions the decrease can largely be ex- 
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plained by rationalization and 
liquidation of unsound undertak- 
ings which had sprung up like 
mushrooms during the twenties, 
with regard to the consumers’ un- 
ions the problem lies deeper. Fre- 
quently hostility on the part of the 
national socialist authorities to- 
ward consumers’ unions as “social- 
democratic carry-over” is men- 
tioned. But, notwithstanding the 
strong pressure exerted by the Nazi 
organizations of retail traders, the 
government did not take any far- 
reaching measures against the con- 
sumers’ unions except for coordi- 
nating them politically and putting 
them under stricter financial con- 
trol. Quite apart from the Nazi 
attitude towards consumers’ unions, 
a gradual decrease of consumers’ 
unions in number and membership 
is noticeable since 1925. One of 
the major reasons that started this 
development was probably the in- 
creasing competition by large-scale 
enterprises (10-cent, department, 
chain-store) in the field of retail 
trade. At present, as will be seen, 
the role of the cooperatives in the 
national economy is being funda- 
mentally changed with the general 
transformation of the entire eco- 
nomic system. 


WE 


Some of the outstanding features 
of the German cooperatives worth- 
while special mentioning are: the 
widespread character of their ac- 
tivities; the great extent of central- 
ization, progressing with an increas- 
ing business-viewpoint; and the 
ever increasing state-supervision, 
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guidance and support extended to 
various categories of cooperatives. 
Cooperation became popular in 
practically all branches of agricul- 
tural production. The cooperatives 
play an important part in the village 
community not only as agencies 
through which the farmers sell their 
standardized products, but also as 
purchasers of farm equipment, fer- 
tilizers, coal and various raw ma- 


terials; as managers of warehouses 


and transportation facilities; as 
owners and managers of electrical 
works; as savings banks; as dis- 
tributing agencies for many com- 
modities necessary in daily life; as 
guides and advisors of the peasants 
in all technical and economic af- 
fairs. An overwhelming percent- 
age of the members of the rural co- 
operatives are small peasants. 

In the small towns as well as in 


the large metropolitan centers the | 


cooperatives are the irreplaceable 
purchasing and selling agents of 
hundreds of thousands of crafts- 


men; shoemakers, carpenters, tail- 


ors, etc. Over three million mem- 
bers, 75 per cent of whom are work- 


ers and salaried employees of the © 
lower brackets, purchase the most | 
diversified goods from the 12,500 | 
stores managed by the Konsum- 


vereine all over Germany. Over 
50,000 employees are employed in 
the unions’ stores. The purchases 
through the central or regional or- 
ganizations of the unions are fre- 
quently made directly from pro- 
ducers’ cooperatives; foodstuffs in 
particular are traded directly be- 
tween the rural and urban coope- 
ratives. Since 50 per cent of the 


- their own factories. 
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total household expenditures of 


a worker’s family go into expenses 


on bread and meat, some of the 
larger unions saw themselves com- 
pelled to establish their own butch- 


- eries, bakeries and mills. After the 
stabilization of the mark in 1924 


almost 25 per cent of the commodi- 
ties sold by the unions came from 
Several hun- 
dred unions operate bakeries; only 


_a few, however, own butcheries and 
grain mills. 
ation proved so strong that finally 
the most bitter opponents of the 
consumers’ cooperatives, the gro- 
_cery retail traders, organized their 


The idea of cooper- 


own cooperatives, the “Edeka”, 
with at present, over 28,000 mem- 


_bers. 


A great difference, of course, ex- 
ists in size and scale of operations 


among cooperatives. But the small 
_ “village co-op” like the giant under- 
‘taking of a metropolitan cooper- 
ative “trust” with hundreds of 
_ chains and subsidiaries, is subjected 


to the financial control of a central 


“supervisory organization (Revis- 
_ionsverband). 


The development 
of these cooperative organizations 


of an higher order, such as the 


“TZ entralgenossenschaftskasse’’, the 


-_ “Genossenschaftsverband e. v.”, the 
“Reichsverband Raiffeisen e. Gee 


and the “Reichsbund” (G.E.G.), 


with their thousands of reporting 


member associations, is very com- 
_ plicated and not entirely dissimilar 


from the development of industrial 


trusts. There were the same strug- 


gles for control and power, the 
same tendencies towards concentra- 
tion, the same rivalries for monop- 
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oly —although expressed in differ- 
ent ways. The Rochdale principle 
(dividends according to the amount 
of purchases) remained the under- 
lying principle of the German co- 
operative movement; but in several 
matters, such as salaries of officials 
and dividends on certain types of 
shares, a spirit comparable to the 
capitalist spirit in private business 
replaced to some extent the true co- 
operative motives, especially in the 
larger associations. Nevertheless, 
and in spite of the general rule to 
sell at current prices, the consumers’ 
unions contributed much to estab- 
lish a “fair” price for many com- 
modities on the market by prevent- 
ing retail traders from charging un- 
duly high prices. 
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Analyzing the role played by the 
German cooperatives during the 
past fifty years, one may character- 
ize it as a part of the general;social- 
democratic evolution—‘‘social-dem- 
ocratic” not in a political, but in a 
broad historical sense. Other ele- 
ments in this evolution were: trade 
unionism and the development of 
collective bargaining and collective 
agreements; social legislation and 
social security; state regulation of 
industry, especially industrial com- 
bines (cartel-legislation ) ; and mu- 
nicipal socialism, particularly in the 
field of public utilities. It was 
along these major lines that Ger- 
man social history developed. In it 
the cooperative movement, un- 
doubtedly, played an important 
and highly beneficial part, from a 
material as well as educational 
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viewpoint. But to assume that the 
cooperatives might have developed 
into tools for a fundamental trans- 
formation of the entire social order 
means not to recognize their limi- 
tations and, perhaps, the limitations 
inherent in and imposed upon this 
entire epoch of social-democratic 
evolution. 

The aim of the cooperatives, 
from the very beginning, has been 
to assist the “little fellow”, to give 
him some of the advantages of 
large-scale business and to protect 
him from monopolies. ‘This the co- 
operatives, on the whole, have well 
achieved in certain fields. But they 
were limited, by their very nature, 
to the little man; they were limited 
to enterprises which either did not 
require very large capital, or which 
did not attract private capital to a 
large extent, such as low-cost hous- 
ing. When the cooperatives had to 
compete with large business organ- 
izations like chain stores their posi- 
tion. was often difficult and, com- 
paring the American with the Ger- 
man situation, it should not be for- 
gotten that the German consumers’ 
unions were well under way or had 
actually reached the peak of their 
development when large-scale re- 
tail business entered the field as a 
competitor. It is one thing to have 
one-third of the population already 
well organized in cooperatives be- 
fore the development of monopoly 
capitalism reaches its later stages, 
another to be confronted with the 
task of cooperative mobilization at 
this late and precarious stage. 

The German cooperatives, in 
spite of their excellent organiza- 
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tion and achievements, and their 
connections with powerful liberal 
groups, were not able to alter fun- 
damentally the general direction of 
social and political events which 
tended towards more and stricter 
organization and_ centralization 
(public and private) of all social 
processes, especially toward capital- 
ist monopoly. But in Sweden and 


Denmark—as is pointed out fre- — 


quently—the development takes on 
quite different forms! One may 
congratulate the Swedes and Danes 
on their achievements but one must 
remember that all Scandinavia, in 
the present western civilization, is 


nothing but a beautiful and idyllic — 


“province.” With regard to indus- 
trialization, urban concentration, 
population growth, vehemence of 
capitalist and imperialist expansion, 


bitterness of the social struggle, in 


short as far as the entire social 
“dynamics” are concerned, Sweden 
and Denmark differ widely from 
countries like Germany, and prob- 
ably also, the United States. 
What was and is the importance 
of the cooperative movement in 
Germany to conscious economic 
planning? Since the “‘social-demo- 


cratic” period, regardless of several _ 


efforts, had neither planning nor 


plan, the part actually played by 


the cooperatives with regard to 
comprehensive national planning 
was Zero. 


What part they might - 


have played, if there had been a 


national economic plan in force, is 
a different problem. But just from 


the point of view of national plan- 


ning, it must be kept in mind that _ 


the cooperatives, as they are, occupy 
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only a relatively small place in the 
business of the nation, and that 
their character, too, is funda- 
mentally competitive, competitive 
against private business. There was 
only one time in Germany when 
the cooperatives played a major 
part in national planning: that was 
during the War. Agriculture and 
consumers’ cooperatives were im- 
portant organs in the hands of the 
war-economic administration, to 
' formulate certain regional and 
- local plans and, more so, to carry 
out, in cooperation with the local 
authorities, the rationing and dis- 
_ tribution of supplies. 
_ When, in recent years, the Na- 
| tional Socialists, with their fright- 
ening and refreshing contempt for 
classical economics, set out to or- 
_ ganize and enforce their economic 
_ plan, the co-operatives were bound 
to play an important part. Their 
economic functions, of course, are 
changed fundamentally; they are 
mere executive instruments, to 
» carry out this plan. The rural 
~ producer unions, which the govern- 
ment fosters with great energy, 
help within the framework of the 
national nutrition program to raise, 


duction. Regarding production, 
- quota and price control, they are 
tools in the hand of the Reichpeas- 
_antleader. "The building unions 
play a part, although not a pre- 
_ dominant one, in the government’s 
housing and urban decentralization 
The credit unions, like all 
institutions are 
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~ financial resources the government’s 


reemployment and rearmament 
program. ‘The consumers’ unions, 
finally, form a part of the distribu- 
tion mechanism, which, through 
rigid price control and a certain 
amount of rationing, has lost, to a 
very large extent, its competitive 
aspects. Although business organi- 
zations, cartels, trade associations 
and cooperatives should, at present, 
not be confused with the govern- 
ment’s economic administration in 
industry and trade—which was de- 
vised on an occupational basis—it 
may well be that these two types of 
organizations will in the near fu- 
ture be brought into a closer re- 
lationship. 
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Before drawing any conclusion 
from this picture, the question 
must be asked: what shall be 
achieved by the cooperatives? Shall 
they protect certain groups of peo- 
ple against certain abuses of the 
capitalist system in relatively nar- 
row fields? Are they thought of as 
a part of a social-democratic order, 
j.e., a basically liberal-capitalist or- 
der with a number of more or less 
far-reaching restrictions? Or are 
they pictured as tools to bring about 
a new economy, not working under 
the profit-motive, neither fascist 
nor communist ? 

If the former concrete and more 
modest aims shall be achieved, there 
will probably be much room for 
more cooperative efforts in the 
United States. If the latter goal— 
social reconstruction on a cooper- 
ative basis—is aimed at, then Ger- 
man experience with cooperatives 
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may serve as a strong warning 
against too great illusion. Ger- 
many, after all, in spite of her 
great achievements in the cooper- 
ative movement, in social and labor 
legislation, in municipal socialism 
and regulation of business, turned 
to Hitler; and there are men who 
are inclined to substitute a “be- 
cause of” for the “in spite of” in 
this sentence. 

Whether or not America will be 
able to make a perhaps unique con- 
tribution to western history, ad- 
justing her economic system to the 
needs of_an industrial, urban mass- 
society within the frame-work of a 
democratic constitution, depends 
mainly on two factors: the will to 
make these changes democratically, 
and the ability of finding the ways 
and means, the tools to carry out 
these changes. Cooperation: pro- 
ducer, consumer and credit unions, 
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may well be one important tool, 
technically and psychologically, in 
this effort. But it is dangerous to 
give oneself to illusions and becloud 
the issue. In a highly developed 
capitalist society there are relatively 
narrow limits drawn to the spon- 
taneous initiative of the “little 
man” to work cooperatively. Co- 
operation in most major fields will 


inevitably meet the competition and 


enmity of private business. 

The decision, then, rests with the 
government: what encouragement 
and help it will extend to the co- 
operatives and how it will justify 
its action politically; whether and 
how it will use cooperative organi- 
zations in the formulation and exe- 
cution of a national economic plan. 
It is here that the real problems of 
planning—planning democratically 
—actually begin. 


Govern ment Programs—The Consumer 


JAMES W. 


I. 
#LTHOUGH there are 


aA 
“id \S, many Federal agencies 

more or less concerned 

with matters affecting 
consumers and consumers’ goods, 
the need of special agencies for the 
protection of the consumer has only 
recently been recognized. 

There are at present three such 
agencies: the Consumers’ Project, 
supervised by the Department of 
Labor; the Office of the Consum- 
ers’ Counsel of the National Bitu- 
minous Coal Commission; and the 
Consumers’ Counsel Division of 
AAA in the Department of Agri- 
culture. The first of these is fi- 
‘nanced by WPA funds and has in 
actuality only the status of a relief 
project. The second found its 
original function destroyed when 
the Guffey Act was declared in- 
‘yalid by the Supreme Court in 
May, 1936. Unless new legisla- 
‘tion or appropriations are forth- 
coming, both will pass out of exist- 
ence at the end of the current fiscal 
“year. 
Other agencies which make con- 
sumer problems a matter of their 
jnterest are the Food and Drug 
Administration, the Bureau of 
Agricultural Economics and the 


Bureau of Home Economics in the~ 
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Department of Agriculture; the 
Children’s Bureau and the Bureau 
of Labor Statistics in the Depart- 
ment of Labor; the Federal Trade 
Commission, the Farm Credit Ad- 
ministration, and the National Bu- 
reau of Standards. 
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The Consumers’ Project, which 
most closely approximates a Fed- 
eral agency for the general repre- 
sentation of all classes of con- 
sumers, traces its history to the 
Consumers’ Advisory Board of 
NRA. On July 30, 1935, two 
months after the invalidation of 
NRA, an Executive Order trans- 
ferred the functions of the Con- 
sumers’ Advisory Board and the 
Consumers’ Division of the Na- 
tional Emergency Council to a new 
Consumers’ Division. The new 
agency was set up under NRA; 
after NRA appropriations were 
stopped another Executive Order 
transferred it to the supervision of 
the Department of Labor as the 
present Consumers’ Project. Its 
purpose is: “To stimulate interest 
in the problems of the consumer, 
to review public policy in so far as 
it relates to the consumer, and in 
general to promote larger and more 
economical production of useful 
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goods and facilitate the mainte- 
nance and betterment of the Ameri- 
can standard of living.” 

In addition to salvaging the 
work of previous consumer organi- 
zations, the Consumers’ Project 
collaborates with other agencies of 
the Government in an attempt to 
coordinate consumer activities. It 
provides an information service, 
and follows all legislation of in- 
terest to consumers. The standards 
staff has prepared a report on the 
progress of specifications for con- 
sumers’ goods in the United States. 
A contribution to the cooperative 
movement has been made in the 
publication of Consumer Cooper- 
ative Statutes in the United States. 

The Consumers’ Counsel of the 
Coal Commission was appointed in 
October, 1935, under the Guffey 
Act. His function was to repre- 
sent the consumer’s interest under 
the price fixing and regulatory 
provisions of the Act; when the 
whole Act was declared unconsti- 
tutional that function ceased. 

The AAA Consumers’ Counsel 
Division dates back to June, 1933. 
It has had a steady progress and 
has been the most stable of the 
agencies devoted solely to Con- 
sumer representation. Its bi-weekly 
publication, Consumers’ Guide, has 
a circulation of 95,000, and since 
The Consumer (published by the 
old Consumers’ Division) went out 
of existence, is the sole Govern- 
ment magazine for consumers. 

The Consumers’ Counsel Divis- 
ion is mainly interested in securing 
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an adequate supply of farm prod- 
ucts and in establishing the position 
of the consumer in relation to the 
agricultural program. It provides 
representatives of the consumer at 
all hearings on the farm program, 
and through its information service 
advises those interested in present- 
ing the case for the consumer. A no- 
table contribution to consumer edu- 
cation is made through the weekly 
radio broadcast on consumers’ 
problems, carried on in cooperation — 
with the General Federation of 
Women’s Clubs. 


Ill. 
The findings of the President’s | 


in Europe will soon focus atten- 
tion on consumer activities. The: 
committee which made this Inquiry ° 
last Summer visited Czechoslo- - 
vakia, Denmark, Finland, France, , 
Great Britain, the Irish Free State, , 
Norway, Sweden and Switzerland. 


The report of the President’s; 
Committee on Administrative: 
Management included “‘to protect: 
the consumer” among the functions 5 
of the new Department of Social | 
Welfare which it proposes. Noth-. 
ing more definite than that vague 
mandate is mentioned, but there is 
now a possibility of a permanent 
Federal agency for the general 
representation of the consumer— 
possibly along the lines suggested 


by Dr. Ayres elsewhere in this 
issue, 


German Planning—A Reply 


To the Editor: 


‘ea 
_ The article by Fritz Ermarth in 
the January issue of PLAN AGE 
is full of interesting observations. 
It is entirely true that many of 
the instrumentalities for regulat- 
ing production which’ have been 
created within the last two years 
in Germany will greatly facilitate 
industrial mobilization. It is 
equally true that agencies which 
for the time being serve primarily 
“as economic preparation for war- 
fare may under other circumstances 
/serve purposes of peace-time plan- 
ning, and that even from their 
functioning in a war economy, or 
_an economy preparing for the con- 
| duct of war, very important experi- 
“ences may be gathered as to the 
‘organization of planning for a 
more abundant life under condi- 
tions where war is out of the pic- 
ture. In other words, the regulation 
‘policies in Germany involve im- 
“portant potentialities for planning. 
But only in a very restricted sense 
‘can they be called actual planning. 
How much real planning we 
have in a given situation can cer- 
tainly not be measured by the 
amount of government interference 
with individual action. It is not 
_ the purpose of planning to establish 
“a maximum of interference; its 
purpose is to achieve a maximum 
of integration and socially desirable 
coordination with a minimum of 
"interference. An economy in which 
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a worker is ordered to take some 
jobs rather than others, or where 


the consumer is ordered to eat or 
wear some things rather than oth- 
ers, does not in any sense represent 
a higher type of planning than an 
economy in which the social agen- 
cies confine command and prohibi- 
tion to limited fields which they find 
essential. A very important motive 
for limiting actual interference may 
be found in the fact that individual 
impulses are in many fields not 
likely to counteract social interests, 
so that coercion and even milder 
forms of inducement by collective 
agencies are not required to secure 
socially desirable actions. 

But while actual interference is 
no yardstick by which to judge 
the more or less perfect character 
of planning, there is much to be 
said for choosing the scope of the 
plan as a yardstick. As has often 
been stated, no economy is entirely 
free of “planning.” Entrepreneurs 
“plan” input and output, public 
bodies “plan” taxes and expendi- 
tures, administrations, jurists, and 
legislators “plan” laws. When we 
speak of planning as a new phe- 
nomenon, we mean integrated plan- 
ning; we mean an activity which 
puts the various individual and 
eroup plans into a definite relation 
with each other, and thus estab- 
lishes a plan which covers a broader 
field than any of the private or 
group schemes. ‘There are still 
varying degrees of integration, the 
scope of some types of planning be- 
ing far broader than that of others. 
It would be an overstatement to 
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say that the broader the scope the 
better is the scheme, but certainly 
the broader the scope the more 
does the scheme display the charac- 
teristics of planning. 

In Germany today there is very 
much governmental interference 
but comparatively little integration 
of schemes. The government, to be 
sure, established a preference for 
certain purposes in the use of eco- 
nomic resources. “This works first 
in favor of armament and second 
in favor of agriculture. Both are 
protected from competition for 
manpower, capital, foreign cur- 
rency, and some raw materials, on 
the part of the rest of industry. 
This protection is comparable to a 
tariff or to tax privileges, such as 
governments have _ frequently 
granted to one or several branches 
of production. ‘The preferential 
treatment of armament industries 
and agriculture in present-day Ger- 
many is not closer related to plan- 
ning than those older forms of 
protectionist state intervention. We 
can speak of planning only where 
the establishment of preferences 
leads to a survey of resources (all 
kinds or some kinds of resources), 
and where, on the basis of such a 
survey, the governmental agency 
establishes how much of each type 
of resource, according to the rela- 
tive weight of the respective pur- 
poses, each industry should absorb. 
May we be permitted to repeat 
that coercive restriction or compul- 
sory expansion will have to be im- 
posed only in so far as industries 
cannot be expected to consume ap- 


proximately the established amount 
and not more. 

Within the German system pref- 
erential treatment has developed 
into planning in the allotment of 
foreign currency and of some im- 
portant raw materials, and to some 
extent in the regulated use of agri- 
cultural soil. Perhaps we can speak 
of real planning also with respect 
to some types of skilled labor ; Ger- 
man legislation certainly gives gov- 
ernmental agencies power and op- 
portunity to do this kind of plan- 
ning, and the outsider has not much 
of a chance to see whether it is done 
or not. But there is no general 
planning for the use of labor, and 
it is not true that the decrease in 
German unemployment is to any — 
considerable extent the result of an 
activity which even remotely re- 
sembles labor planning; it is almost | 
entirely due to credit expansion, | 
accompanied by a sharp decline in 
real wages. 

Mr. Ermarth’s study rightly em- 
phasizes that we should not take. 
less interest in an experiment in 
planning simply because we dislike 
the particular purpose for which it 
is undertaken. It is very important | 
to study the economic policies of | 
the present German government 
carefully and without bias. How- | 
ever, since the main es | 
up to now lies in the creation of in- 
stitutional equipment usable for en- 
forcing plans, it is important to 
realize that this is, though difficult | 
enough, the easier part of the task. 
We must learn how to build a plan : 
before we can try to enforce it; 
failures in planning have been cela 
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dom, if ever, due to lack of appro- 
priate enforcing agencies. They 
were usually caused by inadequate 
realization of how the various parts 
of economic life are interrelated, 
and how much we have therefore 
to take into consideration to attain 
a desired effect. If the United 
States government were to return 
to the original conception of the 
TVA project, when it was sup- 
/ posed to become a comprehensive 


The December 29, 1936, num- 
er of Planning, a broadsheet issued 
“by the British organization P E P 
(Political and Economic Plan- 
ning), is entitled “Standards for 
“Consumers.” Discussion “is limited 
to current attempts to establish in 
‘the interests of the consumer abso- 
jute, or more often minimum, stan- 
_dards, voluntary or compulsory, 
"either for tangible products or for 
“services capable of physical meas- 
‘urement, such as the quality of gas 
_ or electricity supply, or the fare per 
mile and safety of transport.” 
_ The work of the Ministry of 
Agriculture, the British Standards 
- Institution and the Retail Trading- 
“Standards Association is treated in 
some detail. P E P is under no 
— qilusions: “The account . . . may at 


scheme of economic activities in a 
given area, the United States 
would probably contribute more to 
the development of the technique 
of planning than Germany through 
the continuation of her present 
policies. 
Cart LANDAUER, 

Department of Economics, 

University of California, 

Berkeley, California. 


first sight look impressive enough. 
It must, however, be remembered 
that standards which look pretty on 
paper and are full of good inten- 
tions may give little real safeguard 
to consumers if their use is confined 
to a progressive minority, or if they 
are not adequately policed in execu- 
tion, or if the level of the standard 
is too low or its nature unsuitable 
—criticisms which apply to too 
many of the efforts described in this 
broadsheet.” 

“What is even more depressing 
is the absence of any substantial 
body of informed opinion, aware of 
the existence of the problem, and 
pressing for a more scientific and 
more comprehensive provision for 
consumer protection.” 
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Woorron, Barsara. Plan or No Plan. 
Pp. 360. New York: Farrar & Rine- 
hart, 1935. 

Barbara Wootton has been di- 
rector of studies for tutorial classes 
at the University of London since 
1927. heretofore, she was re- 
search officer of the joint research 
department of the British Trades 
Union Congress and Labour Party 
(1922-25), and principal of Mor- 
ley College for Working Men and 
Women. (1926-27). 

This book is chiefly concerned 
with a comparison of the Russian 
socialist experiment and the eco- 
nomic systems of capitalist coun- 
tries, and with their probable fu- 
ture relations. It contrasts the es- 
sential features of socialism and 
capitalism, of plan and no-plan. 

Mrs. Wootton clearly describes 
the functions of the price mechan- 
ism in an unplanned economy: to 
ration restricted supplies efficiently 
if not justly; to decide what shall 
be produced and in what quanti- 
ties; to regulate the distribution of 
labor; and to guide the supply and 
use of capital. The scope of public 
enterprise inside and outside the 
price mechanism is briefly surveyed 
—and the conclusions reached that 
extensions of planned public enter- 
prise have been achieved only as the 
breakdown of commercial industry 
appears to be complete and perma- 
nent, and that certain social serv- 
ices (education, health, recreation), 
which are independent of the laws 
of supply and demand, represent a 


planned province carved out of the 
territory of the unplanned system. 
The basic difference between a 
planned and unplanned economy is 
seen, not in the absence of human 
volition from the latter, but in the 
more narrowly limited scope of par- 
ticular decisions there. “The price 
economy is innocent of any delib- — 
erate plan in that the varying areas 
over which human wills have con- 
trol always fall short of the whole. 
Price movements result from man- 
made decisions based on certain as- 
sumptions about human behavior 
which the author defends against 
the charges that they are false and 
that they give an unflattering pic- 
ture of human conduct. 

Mrs. Wootton examines the 
mechanisms employed in Soviet 
Russia for rationing supplies to_ 
consumers, controlling the direc- 
tion and volume of industrial and | 
agricultural production, allocating | 
capital and natural resources be- 
tween alternative uses, and dis-— 
tributing workers to places and oc- 
cupations. The author reaches the 
final conclusion that on the one — 
hand the Soviet planned economy _ 
has rendered the price mechanism | 
entirely useless in certain spheres, — 
and has partially dispensed with — 
it in others. On the other hand, ice 
has apparently retained that mecha 
anism as the means of giving effect _ 
to a certain proportion of the de- 
cisions that all economic systems 
have to make: particularly as an 
instrument for regulating the ac- 
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tions of people, as distinct from the 
‘disposal of things (which can be 
nationalized, and, thus be disposed 
of by direct authoritative decree )— 
as in its relations with workers and 
with the still unnationalized indus- 
try of agriculture. But this mech- 
‘anism, the author says, is always 
employed with a difference, so that 
even where the plan apparently fol- 
lows its readings, the results ob- 
tained may be quite different from 
those which would be realized 
under an unplanned economy. 
_ After paying full tribute to the 
physical successes of the price econ- 
‘omy, Mrs. Wootton turns to its 
failures—from the standpoint both 
of ethics and efficiency. She deals 
only summarily with its ethical as- 
‘pects, although she “believes that 
the ethical objections to the capital- 
‘ist system, as realized in practice, 
‘are more powerful than any others, 
and that the system is guilty of 
grave and widespread and continu- 
ous injustice, such as is degrading 
to those who suffer, and tormenting 
to any decent-minded person who 
-prospers, under it.” This injustice 
‘is attributed to the inequality of 
distribution of wealth, power and 
opportunity characteristic of the 
capitalist system. 
_ From the standpoint of efficiency, 
‘the price mechanism is criticized as 
an inaccurate instrument for bal- 
-ancing the costs and satisfactions 
of industrial activity, because my 
a and your pleasure are incom- 
ensurable. Its inability in recent 
eas to make a full use of its 
human and material resources, 


- 
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‘eausing people to “starve in the.. 


midst of plenty”, is criticized as in- 
efficient, tragic, and_ ridiculous. 
Seeking the cause of the typical 
capitalist crisis, Mrs. Wootton re- 
views and rejects the popular pro- 
duction-for-profit and over-invest- 
ment theories explaining these pe- 
riodic breakdowns (for reasons too 
involved to recapitulate here), and 
finds that nobody has yet given a 
full and completely convincing ex- 
planation. She suggests, however, 
that the major causes of contempor- 
ary difficulties are threefold: the 
mistaken forecasts of producers, the 
defective operation of our mone- 
tary systems, and the growing rigid- 
ities of the economic system. But 
the fatal defect of an unplanned 
economy and an ineradicable source 
of inefficiency is the conflict be- 
tween the individual, interested in 
scarcity, and the whole community, 
interested in abundance. This 
“must always condemn the purely 
individualistic type of economy to a 
pathetically low level of achieve- 
ment.” 

Analysis of the achievements of 
the Russian experiment in planning 
is hampered by its newness, frag- 
mentary sources of information, 
and distortion due to prejudice. 
Within these limits, we learn that 
the general standard of living in 
Russia is little above the subsist- 
ence level and compares unfavor- 
ably with that enjoyed by workers 
under capitalism. However, the 
Russian workers enjoy collective 
amenities undreamed of by the 
working class in bourgeois coun- 
tries, while socialism has brought 
them much closer to economic 
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equality than any industrial capital- 
ist nation. Mrs. Wootton finds no 
convincing evidence that a planned 
economy, in which the major eco- 
nomic decisions are made by public 
authorities instead of by private 
contract, is more economically ef- 
ficient than an unplanned one, but 
she thinks it could be made so. She 
argues, indeed, that this standard 
of economic efficiency in practice is 
something of a _ will-o’-the-wisp, 
both in a planned and an unplanned 
economy. 

The Russian planned economy 
claims that it has nothing to fear 
from the so-called overproduction 
bogey of capitalism, and that its 
success in eliminating unemploy- 
ment, at least during the busiest 
years of the first plan, has not been 
due to any incidental policy such as 
concealed inflation, or to any pass- 
ing economic advantage such as the 
relatively primitive stage of eco- 
nomic development of the country 
in which it operates, but to the 
very nature of the planned economy 
itself. “This claim the author finds 
to be by no means without sub- 
stance, since her analysis of the 
working of a planned economy sug- 
gests that it has considerable power 
to prevent disastrous unemploy- 
ment, even though at the same 
time it may not achieve one hun- 
dred per cent efficiency. It is also 
better able to correct the secondary 
causes of the typical capitalist crisis 
through its knowledge and power 
to balance amounts of money and 
goods as well as savings and invest- 
ment ; while the problems associated 
with the rigidities of an unplanned 
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system do not arise in a planned 
economy, except as part of the 
general conditions within which 
alone successful planning is possible. 
And, finally, the author finds that 
the potential efficiency of a planned 
economy of the Russian type is 
greatly increased by the confine- 
ment within a narrow sphere of 
those conflicts between the interests 
of the one and the many—that 


centrifugal force which is the bete 


noire of the capitalist system. Social 


ownership secures that those who | 


make the major decisions of eco- 
nomic policy are immune from this 
disintegrating influence. 

Coming to the probable future 
relations of the two systems, Mrs. 


Wootton describes the social and | 


political philosophy of Communism 
(dialectical materialism) and the 


contemporary world of class strug- | 


gle leading to a classless society, as 
Communists see it in the light of 
this philosophy. The chances of a 
fair comparison between the two 
economies on their economic merits 


are considered slim because these | 


social doctrines—atheism and in- 


version of the class pyramid—are | 
repulsive to the Western world. 


Indeed, the contest between them 
threatens to be settled by force of 
arms. Certainly, capitalist states 
will not adopt the whole Commu- 
nist philosophy without a revolu- 
tion. A revolutionary situation 
requires at least three of four ele- 
ments: economic distress, provoca- 
tion, an effective revolutionary or- 


ganization, and foreign assistance. | 
The author believes a potential | 


revolutionary situation exists in 


Germany, where the class war is 
complicated by elements of race 
prejudice and by the revival of 
national consciousness, and where 
the possibilities of a successful so- 
cialist experiment seem brightest. 

Despite the elaborate institutions 
of the corporative state in Italy, 
Fascism is described as a form of 
unplanned capitalism designed to 
defend the established order and to 
counteract Communism. It aims 
to prevent the rise of militant labor 
organizations, to stress the common 
interests of workers and employers, 
and to provide the machinery for 
settling their disputes. Its one 
unique feature “‘is the success with 
which the machinery of the state 
has been used to side-track trade 
unions off the road to revolutionary 
action.” 

The chances of a revival of capi- 
talism in countries like the United 
States are considered good, given 
expansionist monetary policies, de- 
spite the “extraordinarily silly 
methods” of treating the depression. 
‘The author believes that the cap- 
italist system has an inherent power 
‘of recovery from its periodic break- 
‘downs. “The recurring depressions 
‘of capitalism,” she observes, “have 
‘been setbacks on an upward course, 
not stages of a progressive decline.” 
Small importance is ascribed to the 
World War, war debts and repa- 
rations or to tariff policies as depres- 
sion causes, for the excesses of eco- 
nomic nationalism came after the 
onset of the crisis. But these cen- 
trifugal policies, which seek to pro- 
‘mote the interests of the part with- 


‘out regard to the effect on the~ 
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whole, delay recovery and expose 
unplanned economies to the danger 
of further breakdowns. 

Looking far ahead, Mrs. Woot- 
ton anticipates the development of 
a relatively efficient economic sys- 
tem in the Soviet Union in the set- 
ting of a just and humane social 
order, provided the persecution of 
the bourgeoisie and the keeping of 
records of social origin, legacies of 
the revolution, are discontinued. In 
this event, something nearly ap- 
proaching an equalitarian classless 
society may emerge from the Soviet 
experiment, based on limited dif- 
ferences of income, equality of 
educational opportunity, and de- 
liberate weighting of the scales in 
favor of the weak, the unfortunate, 
the incompetent, and even the 
slackers. But the withering away 
of the state, as sketched by Engels 
and Lenin, does not seem apt to 
become more than a_ beautiful 
dream. 

Some intriguing speculations fol- 
low respecting the possibility of our 
copying or improving upon the 
Russian planned economy, skipping 
the revolutionary phase, and trans- 
planting their social system or 
even merging the two societies in 
a new order midway between them. 
The author sees no insuperable 
technical difficulties, but consider- 
able human obstacles to building a 
planned system on the foundations 
of existing unplanned economies. 
The transition would require social 
ownership of the main instruments 
of production, for socialisation and 
planning are inevitably connected. 
The transfer might be made by ex- 
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propriation, which implies revolu- 
tion, or by compensation. To build 
a planned economy under social 
control without a revolution in 
class structure depends on persuad- 
ing enough people to cooperate. 
The longer and more severe the 
depression, and the more evident 
the inherent weaknesses of an un- 
planned economy, the greater the 
disposition to cooperate may be. 
Progress toward this goal may be 
made, meanwhile, by building up a 
nucleus of socialized industries, 
keeping the exploitation of new 
inventions in public hands and de- 
vising new institutional forms for 
public enterprise. 

With industry socialized and a 
workable planning authority set up, 
could it frame or execute a plan in 
the face of persistent class and in- 
come differences? Mrs. Wootton 
thinks it could make a modest be- 
ginning if, guided by the standards 
implicit in the status quo, it at- 
tempted, first, to approximate the 
existing class structure, and, sec- 
ond, to make plans to employ the 
idle margin of the nation’s human 
and financial resources. Ignoring 
sectional and class conflicts, the 
planners would attempt to push 
production farther along existing 
lines, paying people according to 
present principles and modifying 
the status quo only in the light of 
principles already implicit therein. 
Such a limited plan would result in 
national, not sectional, gain. Tak- 
ing the status quo as a point of de- 
parture, not of arrival, a peacefully 
constituted planning authority 
would then seek to improve the ac- 


companying social structure by re- 
moving the barriers of educational 
privilege and reducing the range of 
income differences. ‘This would be 
done by compensating the owners 
of existing capital resources by an- 
nuity payments, by discontinuing 
the issue of securities, by securing 
new capital by “socialist accumula- 
tion” out of the profits of socialized 
industry, and by severely differen- 
tial rates of taxation upon unearned | 
income limited only by current 
standards of social justice and ex- | 
pediency. If the Russian experi- 
ment prospers and relaxes the rig- 
ors of its present social and political 
system and if the world revolution 
is postponed, then there is hope for 
the peaceful evolution of planned 
economies in the Western world. 
In proposing these next steps, the 
author counsels strongly against 
revolution because she objects to | 
the use of physical force, with its | 
psychological after-effects; because 
the chances of failure are much too _ 
high, in view of the hostility to vio- | 
lence of the middle class and the | 
civil service ; and because of the im- | 
portance attached to security and 
the continuity of economic life by | 
the middle classes. Fruitless vio- | 
lence damages its own prospects, | 
where persuasion yields consent. 
Finally, the author outlines the 
minimum conditions for successful 
national economic planning. First, 
knowledge of the actual conduct of 
industry and trade and ability to 
use it, as well as administrative 
competence and integrity. Second, 
creation of a permanent plankiey 
authority, like Gosplan, ae 
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‘to make and supervise the execution 
of plans determining production, 
Wages, and prices according to 
standards and to achieve results de- 
cided upon by the Congress. Under 
this scheme, political liberties 
would not be affected nor would 
profound changes in political struc- 
ture be necessary. Third, socialisa- 
tion of the instruments of produc- 
tion. Any attempt to build a gen- 
eral plan on the basis of the partial 
‘plans of sectional groups would be 
thwarted by centrifugal force and 
leave “a community more planned 
against than planning.” Fourth, 
use of the price mechanism within 
certain limited spheres to express 
the content of plans and to record 
quantitative results, to regulate the 
distribution of workers, and to 
ration supplies of goods among 
consumers, retaining the appear- 
ance and part of the reality of per- 
sonal choice. Thus the planning 
‘commission would largely rely on 
economic motives for the execution 
of its plans. Fifth, authoritative 
‘control over the distribution of 
Jabor—iimited, however, to such 
negative forms of compulsion as 
preventing trade unions from mo- 
nopolizing their occupations by re- 
stricting their membership, power 
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to mobilize the labor supply eff- 
ciently with no vested interest in 
any particular occupation, restric- 
tion on recruiting and training for 
particular jobs, and the imposition 
of minimum standards of honest 
and efficient workmanship. Sixth, 
measures common to both planned 
and unplanned economies for the 
efficient internal management of in- 
dustry—dquestions of works disci- 
pline and managerial authority, and 
the establishment of advisory rep- 
resentative works councils. 

In conclusion, Mrs. Wootton ad- 
mits that the possibility of success- 
ful national, without international, 
planning depends on the degree of 
self - containment enjoyed. The 
less self-sufficiency, the more fre- 
quently must plans be revised. But 
planning and autarchy are not nec- 
essarily connected, though foreign 
trade bargains must not violate the 
terms of plans. Still, a planned 
economy which desires to trade 
abroad must observe the social and 
political canons of the world of 
no-plan and restrain its dumping 
practices. 

In the literature of national 
planning this book is easily out- 
standing. 

GeorGE B. GALLowAY. 
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its Washington members to a tea 
in our new quarters. “Those who 
attended were Mary Anderson, 
Nels Anderson, Berta Asche, 
Jacob Baker, Solomon Barkin, 
Charles A. Beard, William Beard, 
Donald Blaisdell, Mr. and Mrs. 
David Cushman Coyle, David R. 
Craig, Charles Dearing, Frederic 
Dewhurst, Barbara Donald, John 
Donaldson, Rodney Dutcher, Mr. 
and Mrs. Fritz Ermarth, Ernes- 
tine Friedman; 


Lincoln Fairley, Mr. and Mrs 
George B. Galloway, Mr. ana 
Mrs. J. R. Gerberich, Mr. anc 
Mrs. Daniel S. Gerig, Henry 
Goldberg, Louise Harris, Mr. anc 
Mrs. M. H. Hedges, Leon Hen; 
derson, Mr. and Mrs. A. F. Hin: 
richs, Thomas W. Holland, M. P 
Hyde, S. P. Kaidanovsky, Davia 
Kaplan; 

Mr. and Mrs. Karl G. Karstenr 
Elizabeth Kelly, Clayton Lane 
Jack Levin, Charles McKinle 
James W. McNally, Leifur Mag 
nusson, Stella Margold, Mr. ana 
Mrs. Harold A. Merrill, Ralph B 
Miller, Mr. and Mrs. Willia 
Parker, Mr. and Mrs. Gustay 
Peck ; . 

Karl Pribram, Aldo Raffa, Henry 
Sevier, Hilda Smith, Constan 
Southworth, Boris Stern, Mar~ 
Taylor, Mr. and Mrs. Roi 
Veatch, Warren J. Vinton, Ed 
ward J. Webster, Benjamin - 
Wallace, Beatrice Wharton ana 
Charles W. Yost. | 
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When it was announced in thi 
December number that a Cis 
List was available, but that n 
index was contemplated, a numbe 
of requests for an index were r 
ceived. The Trustees accordingl! 
authorized the preparation of am 
index to the first two volumes c 
Pian Ace, December, 1934 - Da 
cember, 1936, and this is now read 
for distribution. 


Changes in the\TWA Program 


By 


BERTA ASCH 


<4 1TH the enactment of the 
Tennessee Valley Au- 
thority Act in May, 
1933, the long struggle 
bver the government power and ni- 
rate plants at Muscle Shoals on 
he Tennessee River in northern 
Alabama ended in a victory for 
public ownership. A government 
agency, the Tennessee Valley Au- 
chority— TV A—was created to re- 
habilitate these investments and to 
indertake, at the same time, the 
mprovement of navigation and 
ood control in the ‘Tennessee 
River system. 

Rehabilitation meant the devel- 
opment of the power installation at 
ilson Dam (near Muscle Shoals) 
into a regular power system, and 
the utilization of the nitrate plants 
for producing fertilizer. Naviga- 
tion and flood control were to be 
improved by building up a unified 
system of dams and by introducing 
effective measures of soil conser- 
vation. 

These tasks are closely interre- 
lated. The development of a hydro- 
power system depends on the de- 
velopment of the river ; the produc- 
tion of fertilizer is predicated on 
the availability of power; a suffi- 
cient supply of fertilizer is intru- 
‘mental in the control of soil eros- 
ion. However, all this is not to be 
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timate goal is the further orderly, 
social and economic development 
of the entire Tennessee Valley 
region. ‘Thus a complex task, very 
general in its nature, has been en- 
trusted to the TVA—a task, more- 
over, for which there was only 
vague authorization in the Act. In 
contradistinction, the specific tasks 
of power generation, fertilizer pro- 
duction and dam- building are 
technical in character, requiring 
immediate action and making tan- 
gible results possible in a compara- 
tively short time. For these reasons, 
a discrepancy has existed from the 
very beginning between the gen- 
eral objective and the specific, 
technical tasks. This has been all 
the more evident since the power 
program of the TVA is in itself a 
highly controversial matter which 
has become the focus of public at- 
tention. 

Government ownership of hydro- 
electric plants was itself no new 
venture. Heretofore, however, such 
government-operated plants had not 
pursued any definite program. The 
power system to be developed on 
the Tennessee River was to be in- 
strumental in shaping a national 
power policy. 

Cheap power was to be made 
available to the people in the region, 


considered an end in itself; the ul- ‘especially to the domestic and rural 
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consumers. But an increased use 
of electricity with the help of gov- 
ernment-produced power was not 
the sole objective; the rates for 
TVA power were also to serve as 
a “yardstick” for measuring the 
fairness of public utility rates. This 
“‘vardstick” idea which had been in 
the minds of those who fought for 
public ownership of Muscle Shoals 
was proclaimed as the guiding prin- 
ciple of a national power policy. 
It must be said at the outset that 
the concept of the “yardstick” as a 
more effective method of regulation 
lacks economic logic. ‘The costs of 
power generation in the TVA 
power system are not typical of the 
generating costs of private utilities, 
because, in the TVA system, power 
production is coincident with flood 
control and regulation of naviga- 
tion. TVA power rates cannot, 
therefore, provide an accurate 
measure for the regulation of pri- 
vate utility rates, but they will un- 
doubtedly have educational value. 
In any case, their influence can 
only become effective through com- 
petition in the market or, at least, 
through the threat of potential 
competition. In the power field, 
a new competitor can gain full ac- 
cess to the market only by duplica- 
tion of distributing facilities. 
From the beginning, TVA has 
declared itself opposed to any such 
wasteful and destructive policy. 
But it cannot be denied that the 
threat of potential competition still 
remained an “ultima ratio” and 
thus strengthened the bargaining 
power of the Authority. (The rate 
reductions which the private utili- 
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ties of the Tennessee Valley regio 
introduced in 1933 and 1934 were: 
doubtless made to forestall an ag 
gressive “yardstick” policy of the 
TVA.) This was very important: 
because the TVA did not possess 
any transmission lines of its own 
and, in order to build up a market 
for its surplus power, had to con+ 
tract for sales territory with the 
private utilities. 

The Authority concluded an in-! 
terchange agreement with the Com: 
monwealth and Southern system of 
utilities in the Tennessee Valleyy 
area. Under this agreement the 
Alabama Power Company, a sub+ 
sidiary of Commonwealth ana 
Southern, continued its practice of 
buying Wilson Dam power. Fur- 
thermore, IT'VA acquired options 
to purchase distributing facilities 
in certain counties near Wilsor 
Dam in Alabama, Tennessee, and 
Mississippi. In order to make 
possible a reorganization on the 
basis of public ownership, pro- 
vision was also made for 4 
transfer of municipal distribution 
systems from the private utilities 
to the various municipalities in 
these counties. The power com- 
panies, on their part, agreed tc 
refrain from all competition within 
the outlined areas. “TVA _ was 
under obligation not to sell power: 
outside the demarcated regions 
save to a specially designated grout 
of customers. These included rura 
customers in some Alabama anc 
‘Tennessee counties and those mu 
nicipalities and other consumer 
which hitherto had not been serve 
by the power companies. 
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Thus TVA was enabled to build 
up gradually a market, providing 
cheap electricity to rural and do- 
mestic consumers, in accordance 
with the provisions of the Act. As 
the Act did not authorize TVA to 
retail power, the Authority assisted 
rural customers in forming power 
cooperatives. For these cooperatives 
as well as for the municipalities 
“which. purchase TVA power, the 
retail rates are fixed by the Author- 
ity, IVA assuming regulatory 
functions in such cases. The elec- 
tricity rates of TVA* greatly fur- 
‘thered the trend toward public 
‘ownership of municipal power sys- 
tems among the cities of the Ten- 
messee Valley region. This move- 
‘ment gained momentum when the 
municipalities, through PWA 
loans, were enabled to construct or 
‘to buy their own distributing sys- 
tems. Moreover, where contracts 
with the utilities for the purchase 
of power expired, municipalities 
‘also began to apply for TVA 
power; and the same was the case 
with industrial enterprises which 
moved into the Tennessee Valley 
region. In this way, TVA actually 
‘became a competitor in the power 
market, although it adhered to a 
‘policy of non-duplication. 
The increase in electric consump- 
tion and the financial success of 
“municipalities and power coopera- 
tives demonstrated the effectiveness 
_ of low rates and the high elasticity 
of the demand for electric energy. 


ee 
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It was only natural that the private 
utilities should try to halt the fur- 
ther expansion of TVA. They suc- 
ceeded in obtaining injunctions 
against PWA loans for municipal 
power plants. Still more important, 
litigation was instituted by share- 
holders of the Alabama Power 
Company to stay the transfer of 
distribution facilities to TVA by 
contesting the constitutionality of 
the power program. In a decision 
of February 18, 1936, the Supreme 
Court declared the sale of surplus 
power from Wilson Dam consti- 
tutional, and the TVA was able to 
continue activities in the Alabama 
area. 

But this decision did not settle 
the issue of constitutionality for 
the program in its entirety. The 
attacks continued. The private 
utilities, aroused by TVA’s rural 
electrification program, began to 
build transmission lines in hitherto 
neglected rural areas. From re- 
ports in the local press of Tennes- 
see and Georgia it seems, however, 
that these activities were started 
only to obstruct an incipient expan- 
sion of the TVA power system. 
But the “spite-lines’, as they are 
called by the local press, furnished 
the Georgia Power Company (an- 
other subsidiary of Commonwealth 
and Southern) and 19 other utili- 
ties with a pretext for another suit 
against TVA which is still pending. 
Interference of TVA with private 
business through duplication of 
lines was charged. 

In order to evaluate the existing 
market situation in the Tennessee 
Valley, attention must be directed 
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to the fact that the bulk of TVA 
power is still being sold to the 
Alabama Power Company. 

All this makes it clear that de- 
marcation of sales territories and 
the other provisions of the Com- 
monwealth and Southern contract 
do not offer a satisfactory basis for 
cooperation with the utilities. Fur- 
thermore, with the completion of 
Norris Dam in the Fall of 1936, 
the initial period of the TVA 
power system has come to an end. 
The Commonwealth and Southern 
contract expired, as stipulated, at 
this time and after some temporary 
prolongation was allowed to lapse. 
The changed situation demands a 
revision of the whole TVA power 
policy. 

The Authority has _ recently 
shifted the emphasis from the power 
aspect to the navigation ends of its 
program so as to give the latter 
priority in the development of the 
Tennessee River system. Whether 
or not such a shift will be perma- 
nent, remains to be seen. The allo- 
cation of costs to the three purposes 
of navigation, flood control, and 
power generation, however, will de- 
pend on a definite solution of the 
priority issue. ‘The cost structure 
of the TVA power system and, con- 
sequently, its rates, will be further 
determined by the purposes of the 
power policy proper. So far there 
has been a certain discrepancy. 
(For a more comprehensive discus- 
sion, see Edward S. Mason, “The 
Power Aspects of the Tennessee 
Valley Authority Program,” Quar- 
terly Journal of Economics, May 


1936.) On the one hand, TVA. 
was to provide a yardstick for- 
utility rates; on the other hand it: 
was to demonstrate the efficiency of ! 
a government-operated power Ssys- - 
tem.t A choice between these two) 
objectives must be made, if costs 
and rates of TVA power are to be? 
given a definite basis. ‘The future? 
policy towards the private utilities; 
will naturally play a role in this; 
choice. 


Here, however, the TVA is not: 
a free agent. It is no longer the: 
only Federal power system. With\ 
the impending completion of: 
Bonneville and Grand Coulee: 
dams, these issues must be decided | 
on a national scale. The ultimate : 
goal of a Federal power policy is: 
cheap power and increased electrifi- | 
cation of the country. Should this | 
aim be realized through cooper-. 
ation with the utilities (power- | 
pools, etc.) ? Or can such a pro-| 
gram only be carried out through 
an effective yardstick policy which 
entails actual competition with pri- 
vate business? At this writing, 
the solution has not yet been de- 
vised. The problems of govern- 
ment power policy make apparent 
the dual role of government: it is 
not only the representative of those 
social groups who will benefit by 
cheaper electricity, but also repre- 
sents the public at large and has to 
be an arbiter between conflicting 
interests. 

+ But cost allocation and cost determi- 
nation vary with the objective chosen, 


such cost items as interest rates and 
taxes being a case in point. 
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In comparison with the power 
program, the other phases of TVA 
policy have received comparatively 
little public attention. Dam-build- 
ing and flood control are recog- 
nized and long established func- 
tions of government. However, 
the unified development of a whole 
‘watershed still represents some- 
thing ofan innovation. In order 
‘to ensure full uniformity the Au- 
thority has been given the right to 
control all private dam-building 
which may be undertaken in the 
‘Tennessee River system. Further- 
‘more, the functions of TVA also 
include soil conservation in the 
‘drainage basin. The Authority 
‘does not confine itself to the usual 
‘methods of erosion control, but it 
is making an attempt to check eros- 
ion at the source by improving in- 
adequate or destructive methods of 
land use. ‘This improvement is to 
be achieved by means of the cheap 
fertilizer which TVA has been au- 
thorized to produce at Muscle 
Shoals. Since the soils of the 
Tennessee Valley lack phosphorous 
and the available fertilizers pro- 
vide insufficient plant food, the 
“TVA has directed its efforts to- 
wards low-cost production of a 
concentrated phosphate fertilizer. 
_ A triple superphosphate fertilizer is 
already being manufactured in con- 
"siderable quantities, but the output 
"is still used only for experimentation 
on selected farms in the Tennessee 
Valley area and in other states. As 
“most of the soils in the United 


" States are deficient in phosphorous, _ 


the fertilizer production of TVA is 
of national importance. But the 
future policy in this field is con- 
fronted with problems similar to 
those which have already been en- 
countered in the power program. 

The experimental stage of fer- 
tilizer manuafcture will soon come 
to anend. Then TVA must decide 
whether it will promote the pro- 
duction of cheap high-grade ferti- 
lizer by entering the market and 
setting up a new “yardstick.” The 
other alternative is to make the re- 
sults of TVA experiments available 
to private industry either as a free 
gift or under some sort of licensing 
system. But TVA cannot make 
any autonomous decision. As in the 
power field, its course of action will 
be ultimately determined by the 
general policy of the government 
towards private business. 

In the nearly four years which 
have passed since the enactment of 
the Tennessee Valley Authority 
Act, the Authority has carried out 
its mandate for dam-building, pow- 
er generation and fertilizer pro- 
duction to a considerable degree. 
How far has the general task of 
further developing the Tennessee 
Valley been brought to completion ? 
This task comprised, in the words 
of the President’s message to Con- 
gress, “the wide fields of flood con- 
trol, soil erosion, afforestation, 
elimination from agricultural use 
of marginal lands and distribution 
and diversification of industry.” 
It envisaged “national planning for 
a complete watershed” and, in the 
beginning of the TVA program, 
very far-reaching plans for a social 
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and economic reconstruction of the 
Tennessee Valley were promul- 
gated. The agricultural system of 
the region was to be readjusted to 
the needs of soil conservation; the 
rural standard of living was to be 
raised through further industriali- 
zation which would make possible 
a better balanced economy of the 
whole area. 

In the field of agricultural read- 
justment the first steps towards 
realization have been taken. Sub- 
marginal lands have been bought 
up, and reforestation started. But 
no far-reaching results can be 
achieved without a change in the 
prevailing type of farming. The 
shift from row crops to sod-holding 
crops—necessary for the conserva- 
tion of the soil—means the substitu- 
tion of livestock-raising for cash- 
crop growing. This will take place 
only if it proves to be profitable 
for the farmer. Hence it is a ques- 
tion of costs and prices. The re- 
duction in fertilizer costs which 
“TVA intends to achieve through its 
work at Muscle Shoals will not in 
itself suffice to induce such transi- 
tion. The Tennessee Valley Au- 
thority has no power to impose the 
desirable system of land use; it can 
only appeal to reason. 

The further industrialization of 
the Valley presents similar prob- 
lems. In accordance with the Act, 
the TVA has been conducting sur- 
veys and studies to find new indus- 
trial uses for the natural resources 
of the area. ‘The possibilities for 
the establishment of new industries 
have been analyzed to discover new 
sources of income for the valley 
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population as well as to open up 


markets for TVA power. Labora- » 


tory experiments have, for instance, 
been carried out to develop efficient 
methods for refining kaolins which, 
occurring abundantly in the Ten- 
nessee Valley, could successfully 
substitute for the imported English 
kaolins. A “pilot plant” has been 
built at Norris Dam to test electric 
firing methods for the production 
of ceramics, thus paving the way 
for a ceramics industry in the 
valley. 


The development of the area was - 


conceived by the TVA Chairman, 
Dr. Arthur E. Morgan, as that of 
a more self-sufficient economy on a 
cooperative basis. An independent 
agency, the Tennessee Valley As- 
sociated Cooperatives, was founded 
by TVA in order to further co- 
operative marketing organizations 
in agriculture and to promote co- 
operative production for small rural 
industries. Such cooperative rural 
industries would make possible in- 
dustrial decentralization and allow 
for a combination of industrial em- 
ployment and part-time farming, 
An agricultural-industrial partner- 
ship of this kind was considered 
instrumental in raising the stand- 
ard of living in the rural sections 
of the valley. 

The cooperative movement has 
so far not been very successful, 
especially in the industrial field; 
the failure is due as much to un- 
favorable economic conditions as to 
the inherent difficulties of cooper- 
ative industrial production. In re- 
cent years, the TVA has given up 
direct participation in the work of 


ee 
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the Tennessee Valley Associated 


Cooperatives. 
The industrial research in which 
universities and other research 


agencies of the Tennessee Valley 
states participate can not, by its 
very nature, lead to immediate re- 
sults. Further industrialization 
depends, therefore, on the economic 
value of the valley’s locational fac- 
tors such as mineral resources, 
availability of cheap power and a 
‘sufficient supply of dependable 
labor. In view of the actual con- 
ditions only a slow and erratic 
progress can be expected. But it 
has been the policy of TVA to re- 
rain from any direct action in this 
field; it does not want to “lure” 
industries from other regions down 
to the Valley. Economic develop- 
ment of a region through a Federal 
agency with Federal funds would 
“doubtless rouse the antagonism of 
‘other sections of the country whose 
‘interests must necessarily suffer 
through such a scheme. Thus, 
» TVA is compelled to move very 


undecided issue of constitutionality 
also affects this field of TVA ac- 
tivities. Not by compulsion, but 
only by appeal to reason can TVA 
hope to achieve its objectives. 

All this imposes strict limitations 
on the policy of the Authority in 
developing the Tennessee Valley. 
It necessarily enhances the pre- 
dominance of the specific, technical 
tasks in the TVA program. Thus 
not outstanding results of a novel 
experiment can be expected, but 
valuable experience may be gained 
in a more restricted field. In a 
country like the United States 
where distrust of public manage- 
ment is still firmly entrenched in 
the minds of the people, any suc- 
cess in the field of public ownership 
will serve to pave the way for nec- 
essary reorganizations of the na- 
tional economic structure. In this 
respect the TVA power program 
and the TVA fertilizer scheme— 
although only specific and techni- 
cal—are of far-reaching impor- 
tance. 


cautiously; all the more so as the 
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| TVA Influences on Standards of Living 
ph 
By 
WILLIAM BEARD 
ie 


JESOUNDING to the 
vq roar of falling waters, 
enriched with beds of 
coal, studded with alumi- 
num, phosphate, and other deposits, 
the 40,000 square miles of terrain 
composing the Tennessee Valley 
contain the raw materials for a 
high standard of living. Neverthe- 
less these resources have been barely 
touched, and standards of living in 
the region remain low. Here one 
can still find thousands of families 
housed in log cabins reminiscent of 
pioneer days, existing on meagre 
diets, and working with rudimen- 
tary tools—people who are not 
much better off than the Indians 
their forefathers and foremothers 
drove out of these same hills. How 
radically different conditions might 
be if the resources of the Basin were 
utilized to the full has been re- 
vealed by engineers, geologists, and 
agrobiologists in numerous re- 
ports. Arthur E. Morgan, Chair- 
man of the Board of Directors of 
the Tennessee Valley Authority, 
sums them up by estimating that 
it is physically possible to get ten 
times as much out of the valley 
as is being obtained at the present 
moment. But how are human en- 
ergies to be organized to this end? 
Seeking an answer to the riddle, 
Congress and the President of the 


United States in 1933 set up a. 
special federal corporation known: 
as the Tennessee Valley Authority. | 
In effect, this agency was charged | 
with developing resources and im- 
proving human well-being in the. 
Tennessee Basin, using the naviga- 
tion and national defense powers of 
the national government as legal 
tools. 

It comes as a distinct surprise 
to some to learn how much can 
be accomplished with the help of 
these two presumably blunt consti- _ 
tutional instruments. By means of 
them, for instance, the TVA has. 
dug its way into the field of public 
generation and distribution of elec- 
tricity, with all that implies in 
terms of human comfort. The 
process began with fundamental 
navigational considerations, for to 
improve the lot of shippers in the 
Tennessee Basin the Authority 
was ordered to erect a series of 
dams, thereby creating a chain 
of lakes over which large tows 
might pass from Knoxville to 
the Ohio River. Now it so hap- 
pens that only a fraction of the 
stream flow at the several contem- 
plated dams will be required for 
handling boats in the associated 
locks, hence the question arises as 
to what should be done with the 
remainder. The Congressional 
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dictum has been that the TVA 
‘should run some of it through tur- 
bines, generating electricity as a 
“by-product”’ of igation. Inas- 

y-pro of navigation. as 
much as the resultant developments 
will provide a mightier source of 
power for the Muscle Shoals muni- 
tions plants now managed by the 
TVA, national defense is promoted 
in the bargain. 

Strange as it may seem, the pro- 
duction of food and timber, as well 
‘as that of electricity, has been re- 
lated to navigation and national 
defense. The TVA argues that in 
‘order to maintain a relatively con- 
‘stant channel depth for boats, it 
‘must control silting and steady 
flow of water into its navigational 
lakes. Forests and low plants 
with dense roots help in both of 
these respects, it is said, first by re- 
ducing erosion and consequent silt- 
‘ing, secondly by regulating run-off 
‘during and after rains through the 
“storage of water in vegetation and 
in the ground. Inasmuch as a great 
deal of the land tributary to the 
Tennessee River is without suff- 
cient vegetative cover to prevent 
silting and to store water in the 
‘requisite amounts, it is contended, 
- navigational considerations make a 
-cover-crop campaign desirable. In 
furtherance of this campaign, the 
TVA has entered the forestry busi- 
ness; the organization has also em- 
barked on an experimental farm 
program. With respect to the lat- 
ter, it is pointed out that dense 


needed chemicals, the government 
has partially converted its nitrate 
plant at Muscle Shoals into a source 
of phosphates, donating the output 
to farmers who agree to use it in a 
specified manner. Since the con- 
version at the Shoals is a potential 
source of phosphorous for chemical 
warfare, national defense becomes 
attached to the official plan. 

Nor has that basic element in 
any budget—shelter—been left out 
of the TVA scheme of action. The 
task of erecting a series of dams, 
and of clearing prospective lake 
sites in the interests of navigation 
and an improved power-supply for 
munitions purposes, requires the 
assembly of a large labor force. 
Where should this construction 
crew, together with dependents, be 
housed? When the question arose 
in connection with Norris Dam, it 
was decided that the government 
should itself provide accommoda- 
tions. Rather than build the usual 
variety of temporary camp, barely 
durable enough to last through the 
contemplated construction period 
at the dam, the TVA chose to cre- 
ate a model community, largely 
composed of permanent dwellings. 
The added expense was justified 
on the assumption that after the 
dam was finished the houses could 
be rented to various permanent set- 
tlers and there would be little 
waste. Thus the Authority ob- 
tained a vehicle for experimenting 
with low-cost, mass - produced 


housing, and with city planning for 
a small town. Limited develop- 
ments of related character have 
been undertaken at other dam sites. 


cover can be grown on worn-out 
soil only if fertilizer is added, thus 
making fertilizer a navigational 
desideratum. To provide the. 
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From navigation and national 
defense, several additional by-prod- 
ucts have been distilled, but limi- 
tations of space prevent citation of 
all except two of them. In an at- 
tempt to raise the real wages of 
those working on its projects, the 
TVA has fostered a group medical 
plan whereby employees and their 
families may receive treatment 
ment from TVA physicians for 
non-service-connected cases, upon 
payment of a small fee, thus pro- 
moting socialized medicine. Sec- 
ondly, to enable the public to enjoy 
the scenic beauty of its navigation 
lakes, the TVA cooperated with 
various federal agencies in the con- 
struction of a series of government 
parks where one may enjoy horse- 
back riding, canoeing, swimming, 
hiking, and other forms of recre- 
ation. 

Although completeness has not 
been achieved in this review of the 
legal base for TVA activities, it is 
hoped that enough has nevertheless 
been said to indicate the wide scope 
of the Authority’s program for de- 
veloping natural resources and 
raising standards of living in the 
Tennessee Basin. 


Il. 


What have been the material re- 
sults of the TVA attempt to pro- 
vide new comfort for the inhabi- 
tants of the Valley, under the 
navigation and national defense 
powers of the federal constitution? 
Perhaps the most conspicuous sin- 
gle achievement has been a drastic 
increase in the buying power of 
thousands of otherwise unemployed 


individuals through placement on 
TVA projects. Some idea of the 
magnitude of this priming of the 
public pocket-book may be obtained 
by noting that the corporation has 
had as many as 10,000 persons 
simultaneously on its pay-roll, and 
has received appropriations of over 
$150,000,000. 

Purchasing power has _ been 
raised in a second sector through 
major slashes in electric rates fol- 
lowing the arrival of TVA power 
—slashes amounting to 50% in 
numerous cases. As the charges go> 
down, citizens find that they can af- 
ford more current, hence consump- 
tion has risen by as much as 215% 
in territory served by the Author- 
ity. Considering the Valley as a 
whole, however, the net result was 
rather small during the fiscal year 
ended June 30th, 1935, the last 
year for which the writer has sta- | 
tistics. In that period, the total 
sale of current by the TVA to 
municipalities, farmers, and county 
power associations amounted to | 
only $166,000. | 

Turning from pay-rolls and _ 
electricity to food and timber, it is — 
recorded that up to the beginning | 
of 1936 some 2,000 tons of phos- | 
phate fertilizer had been distri- | 
buted by the TVA to farmers in | 
the Valley, arousing wide enthus-_ 
iasm in the subject of erosion con- 
trol. Just what effect this has had 
on production is, of course, difficult 
to gauge. On the forestry side of — 
the cover-crop problem, the TVA 
reports that over 16,000,000 young 
trees have been planted in coop- 
eration with the CCC. This means 


quantities of lumber for future 
homes. 


As regards shelter, 291 single- 
family residences and 10 duplexes 
have been built at Norris, and doz- 
ens more have been set up near 
Pickwick Landing and Wheeler 
Dams. Many of these dwellings 
afford experimental data on elec- 
trical heating, insulation, and the 
economies of standardized design. 
“Not only have they provided their 
constructors and their inhabitants 
with significant ideas on low-cost 
shelter, but their influence has been 
extended far and wide through in- 
spections by visitors and through 
the sale of architectural drawings 
for a few cents a sheet. 


III, 
Significant though the TVA 


program has been, it is imperfect, 
like so many other human devices. 
Specifically, the TVA’s approach 
‘is that of the lawyer rather than 
‘the benevolent dictator, for it feels 
‘constrained to recognize the law as 
master, rather than the technical 
situation it has to face. The net 
result is that it sometimes does 
‘things which are of doubtful eco- 
nomic value because they seem nec- 
‘essary from a legal standpoint, 
while neglecting to do other things 
of great importance because the 
‘Jaw does not permit action in the 
Jatter directions. Thus less than 
100 per cent efficiency is attained 
‘in the struggle to raise standards 
of living. 

Of doubtful economic value, but 


essential as a legal base of opera-" 
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tions, is the TVA’s navigation 
program. At an estimated total 
cost of some $290,000,000 a chan- 
nel is to be provided for ships from 
Knoxville to the mouth of the Ten- 
nessee River, over a route so cir- 
cuitous that the distance by water 
is two and a quarter times as great 
as by air. Will the traffic on this 
tortuous channel justify the con- 
templated investment? Can it 
carry even a three and a half per 
cent interest charge* of $10,000,- 
000 on the construction cost—to 
say nothing of maintenance, depre- 
ciation, operation of locks, or the 
dredging away of silt deposits? In 
a special 1936 report to Congress, 
the TVA ventured to say that the 
increase in river traffic “will be 
substantial,’ once the enterprise is 
completed. Will it be “substantial” 
enough to place the undertaking on 
a paying basis? Apparently the 
TVA is skeptical of quick results, 
for later on in the document one 
reads: “Just as the early transcon- 
tinental railroads did not at first 
pay their way, but received vast 
grants of land and money from 
national, state and local govern- 
ments... . so waterway transpor- 
tation should have an initial period 
of encouragement” in the valley. 
Thus there is nothing in the docu- 
ment to prove that the TVA really 
believes its navigation works to be 
economically sound, even in the 
remote event that federal wa- 
terways policies should be altered 
to permit charging tolls on the 
Tennessee River. 

* The percentage used by the TVA in 


testing the economics of its electric 
ventures. 
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Similarly, legal considerations 
lead the Authority to resort to 
doubtful practices when it comes to 
the generation of electricity. Under 
the law, generation of electricity 
by the TVA must be a by-product 
of navigation. With navigation as 
master of the situation, water 
levels in the main lakes created by 
the Authority on the ‘Tennessee 
River must be kept relatively con- 
stant, to maintain predetermined 
channel depths for ships as well as 
to improve operating conditions at 
water terminals. This plan mili- 
tates against the full use of such 
basins for flood control and power 
purposes, as it is not feasible to fill 
them up in wet weather and draw 
them way down in dry weather, to 
meet power demands at all seasons 
at a minimum of expense. Conse- 
quently more dams must be built to 
secure a given storage effect than 
would have been the case if elec- 
tricity and flood control rather 
than navigation were the prime 
considerations. It may be con- 
tended that this factor is obviously 
of slight consequence, inasmuch as 
despite the handicap the TVA still 
sells current at remarkably low 
rates. The explanation, of course, 
lies in its ability to write off con- 
struction costs at its dams to navi- 
gation, reducing book values for 
rate-making purposes to “conven- 
ient” figures. 

If the TVA must do certain 
things of doubtful economic value 
in order to keep its legal channels 
of action open, it is also true that 
the organization must omit other 
tasks for lack of constitutional war- 


rants for interference. Such omis-- 
sions give rise to partial planning: 
as regards standards of living. To) 
illustrate, through its industrial! 
program the TVA stimulates the: 
establishment of mills within the: 
Tennessee Basin by adding the in-- 
centive of cheap power contracts 
to that of “favorable” labor condi- - 
tions. What will be the net result : 
of this double-headed attraction?’ 
Will a substantial development 
program in the area spell greater: 
income for the workers in the val-- 
ley, with marked rises in standards: 
of living, or will it mean tenements, 
low wages, long hours, and an even 
greater failure to distribute the po- 
tential fruits of the machine than? 
is now to be witnessed in certain! 
Northern mill towns? The TVA 
is reticent about giving an answer. 
What happens, it frankly declares, , 
depends upon the “free play” of ec-- 
onomic forces, for it cannot legally; 
control the management of the: 
factories which receive its current.. 
Whether industrialism in the Basin» 
is to be a blight or a blessing, then, 
is something to be determined! 
largely outside the legal cram 
work of TVA planning. 

In its effort to raise standards of 
living through the sale of cheapi 
current to domestic consumers, the: 
TVA is again cast in the role of a 
partial-planner. It is true that | 
the extent it is able to reduce elec- 
tric rates in the valley, the TVA 
enables those who can afford cur- 
rent to enjoy increased comfort. 
But what is to be done for the hun- 
dreds of thousands who cannot af- 
ford current, the ones most 7 


i 
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viously in need of higher standards 
of living? Federal promoters roam 
the Basin urging them to buy elec- 
tric ranges, vacuum cleaners, re- 
frigerators, pumps, irons, and other 
paraphernalia with a view to build- 
ing up the loads on prospective 
lines. Yet when a farmer asks 
point-blank how he can raise the 
money to pay for these things he is 
apt to receive an unsatisfactory 
reply. The TVA is not going to 
insure him a market for his crops, 
nor do its experiments with handi- 
crafts necessarily mean wealth to 
the little fellow in this age of mass 
production. Thus he discovers the 
TVA is legally constrained to 
leave the priming of his pocket- 
book to fortune. 
- Flying from electricity to the 
TVA’s vocational education ven- 
tures, one finds the Authority bus- 
ily engaged in running a series of 
trade schools for its employees. 
Here, in their spare time, workmen 
re being transformed from un- 
skilled hands to technicians able to 
erect and wire homes, repair auto- 
mobiles, run lathes, and perform 
other industrial operations. What 
will become of the graduates? 
Theoretically they are supposed to 
go out into the private world and 
practice their skills as soon as their 
work for the TVA is completed. 
Practically, they are quite apt to 
join the army of the unemployed. 
Under the circumstances, it was 
not surprising to hear a workman 
remark that “the TVA, with all its 
ine talk, is not a bit ahead of the 
high-school principal accustomed to 
dumping his ex-pupils into the 


alley each June, with no clues as 
to how they are to get out.” ‘This, 
it seems to the writer, is an added 
example of the TVA’s legal com- 
pulsion to leave certain matters to 
the turn of fortune’s wheel rather 
than to plan. 


IV. 


As the legal approach adopted by 
the TVA leads to certain projects 
of doubtful value on the one hand, 
and to the neglect of significant fac- 
tors on the other, it is not as effec- 
tive as a medium of raising stand- 
ards of living as one might wish. Is 
there, then, a suitable remedy? 
From a theoretical standpoint, at 
least, the obvious alternative is to 
fit the law to the program by set- 
ting clear objectives and working 
for enabling legislation which will 
permit their attainment. 


Is such a reversal of outlook 
practicable? Obviously if such a 
direct approach is to succeed it will 
be necessary for the Directors of 
the TVA to see eye to eye in form- 
ulating plans. At the present time, 
however, there is considerable con- 
flict between them over policies, 
argumentation that goes so far as 
to break into the press: Arthur E. 
Morgan being more partial to 
handicrafts than David E. Lilien- 
thal, who ponders realistically over 
their survival value; the two Mor- 
gans having divergent views as to 
the relative merits of dams and 
vegetation as regulators of stream- 
flow; and the relation of public to 
private power grids remaining a 


battleground for all concerned. 
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Until greater unanimity over pres- 
ent-day policy can be reached, there 
is ample room for doubt as to the 
ability of the Board to set up the 
broader objectives called for by our 
theoretical scheme. 

Assuming, nevertheless, that the 
Board did unite on new and more 
comprehensive plans for the efh- 
cient raising of standards of living 
in the valley, the next hurdle 
would be that of alterations in the 
law which would permit their exe- 
cution. Inasmuch as the Directors 
of the TVA and some of their 
subordinates must take an oath to 
the effect that they believe in “the 
advisability and practicability” of 
the Act under which the organiza- 
tion now operates, the highest off- 
cers would appear to be debarred 
from venturing the opinion that 
the law could be materially im- 
proved. Indeed the Information 
Division of the TVA requires that 
every speech or article originating 
within the Authority, and intended 
for public consumption, shall be 
sent to it for review. Upon receipt 
it censors passages throwing doubts 
upon the wisdom of TVA oper- 
ations, thus holding wayward au- 
thors to their initial oath of TVA 
infallibility. 
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Since there are grave difficulties 
in the way of reaching an agree- 
ment as to broad objectives, and 
since there are apparently insuper- 


able obstacles to criticism of exist-_ 


ing legislation on the part of the 
Authority, it looks as if the legal 
approach was to remain firmly en- 
throned for some time. Conse- 
quently it seems highly improbable 


that the associated inefficiency can- 


be eliminated from the TVA’s 
drive to lift standards of living in 
the area. 


V. 


Taking the good with the bad, 


the author feels that the work of 


the TVA has been of distinct bene- | 


fit to thousands of residents of the 
Tennessee Valley and what is per- 
haps of equal importance, social 
planners have had a realistic taste 
of action, receiving invaluable 
training in what to do and what 
not to do. At the same time, the 


author is saddened at the spectacle | 


of lost motion. 


set the gain? That is a matter of 


Does this loss off- | 


opinion which each must decide for | 
himself, since it involves human | 
values as well as money, and no> 


universally suitable scale has been 
devised for human values. 


\ 


the Pacific West they found what 
they were looking for in abund- 
ance. They found a virgin soil of 
‘great fertility, mountain ranges 
‘covered with vast forests, the wil- 
_derness full of game, and lakes, 


From Pioneering to Planning 


By 
BENJAMIN H. KIZER 
I 


w,MERICA’S frontiers, 

8} from its earliest along 
the Atlantic to its latest 
along the Pacific, have 
been settled by hungry men, men 
hungry for a better living, for a 


larger opportunity, for the bigger 
gamble by which fortunes may be 
made quickly. 

When these hungry men reached 


plentifully 
They found 


streams and ocean 


stocked with fish. 


‘mineral wealth in the hills, and not 
infrequently the river beds held 
- golden sands. 


At the sight of all this treasure, 


_ these hungry men rejoiced and fell 
to with great gusto, as pioneers have 
- immemorially done. 
_ possible the lumbermen cut down 
the best of the forest, 
prodigal waste. 
~ seine and net the fishermen invaded 
the sea to catch food fish in quanti- 
ties that far outran nature’s ability 
to replace them. Nor did the good 
earth escape. 
swift to drain the soil of its fer- 
tility at a too rapid rate. The 


As 


fast as 


often with 
With trap and 


The farmer was 


miner knew no limit to his eager- 


ness to strip the hills of their hid- 
den treasure and stream beds of 
their golden sands. And all of 
these in their leisure hours killed 
off the game and fished out the 
lakes and streams. No part of 
nature’s abundance escaped them. 


In recalling this devastation, 
wasteful as it was, there is no 
thought of blaming these hungry 
pioneers. In all they did they were 
driven by hard necessity, by habits 
old as the race, and by the spirit of 
conquest of their own time. Na- 
ture herself was a challenge. Be- 
fore these treasures could be en- 
joyed there were roads to be built, 
rivers to be bridged, mountain fast- 
nesses to be stormed, vast difficulties 
to be overcome. Wild and intract- 
able nature must be tamed. Neither 
they nor any of their time could 
see that all such conquests of the 
wilderness and its denizens in the 
long run involved far more of 
tragic destruction than of glorious 
triumph. 

And now that the conquest is 
complete, the picture of devastated 
nature, of greatly lessened natural 
resources, awakens alarm. Men see 
that the fish are being caught much 
faster than the sea can breed them. 
Soon there will be no more fish. 
They see that the forests are being 
cut faster than nature can replace 
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them. Soon, too soon, there will 
be no more trees. “They see that 
the soil is being despoiled of its 
fertility at a rate that spells bank- 
ruptcy for farmers of a later gene- 
ration. Indeed, from a Midwest 
settled by a generation earlier than 
this Far West, ruined farmers, 
leaving behind them an impover- 
ished soil, are already trekking into 
this last West, looking for fresh 
soils to impoverish. Thoughtful 
men are asking themselves: Is each 
successive generation to find this 
land, but lately so rich in oppor- 
tunity, tragically lessened in nat- 
ural resources so essential to man’s 
existence? 

Thus, in each of our states, plan- 
ning commissions have been 
charged most of all with the task 
of planning for the conservation 
and right use of natural resources. 
We who plan soon see that man 
need not, must not longer, live 
merely by plundering nature of her 
largesse. Rather, he must help na- 
ture to restore as much as he takes 
from her. With one hand he can 
create hatcheries and with the other 
he can regulate the catch, so that 
the fishermen can take from the 
seas an adequate supply of food 
fish without exhausting our supply. 
It is plain, too, that by proper 
methods of reforestation and pro- 
tection and by checking wasteful 
cutting, nature can replace our 
timber as rapidly as man requires 
its harvest. Study of soil problems 
is equally rewarding. It is becom- 
ing common knowledge that soil 
erosion by wind and water can be 
checked, that soil fertility can be 
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maintained, and that scientific 
farming can give back to the soil 
what our crops take out of it. 
Thus the planners seek to strike a 
balance with nature, so that na- 
ture’s treasures for man’s support 
may not be substantially lessened 
from one generation to the next. 


Li 


And so we have come to the end 


? 


of an age—the age of the pioneer. _ 


But we still have in our blood, in 
our thinking, the deeply grooved 
habits of the pioneer. As his stage 
was set for battle and conquest of 


nature, so we still seem obliged to — 
speak and think in terms of strug- 
gle and exploitation. Are there not — 


still resources to be harvested? 
Who has the right to stop us until 
the last fish is caught, the last tree 
cut, the soil impoverished ? 
stinctively men bristle with opposi- 
tion when they think of their right 
to continue as their fathers have 
done. Yet at times they see, or 
can be brought to see, the danger, 
and they are not unmindful of their 


children. 
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At these times men nor- © 


mally predatory will agree with the © 


planner—so long as he is in the 
blueprint stage. 
passes on to put these apparently 
necessary plans into operation, he 
finds always a group—generally a 
powerful group—who oppose. 


In addition, there are economic © 


difficulties even greater than the 
naturally predatory habits of hun- 
gry men in the path of those who 
plan. For instance, when the plan- 
ner talks of reforesting and pro- 
tecting forest lands so that they 


But when he > 
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will readily produce two or three 
_ times the present annual growth of 
timber; and to that adds his pro- 
posal for the cutting of only the 
ripe timber, with regulations to 
check waste, so that the smaller 
_ trees may have more time to grow 
into great trees, he is proposing to 
make lumbering more expensive. 
The most farseeing lumberman is 
obliged to insist that he must com- 
pete with the lumber of other reg- 
“ gons where they are not practicing 
such sustained yield methods, and 
that present lumber prices cannot 
bear these additional costs. 
Then the planning leader is 
_ driven to take another step into the 
more doubtful field of national 
policy. Shall he propose subsidies 
and other assistance to the private 
owner of timber so that he may 
- thereby be induced to practice sus- 
tained yield methods? Or must he 
- propose that government, state or 
national, which already owns vast 
quantities of forest land in the Far 
| West, should acquire the rest and 
thus take over the huge task of 
forest conservation im toto? In 
- either event, where is the money to 
~ come from? If he takes one course 
or the other he finds himself aligned 
~ with “left” or “right” in the po- 
- litical field, arousing group enmi- 
ties where he needs the cooperation 
fof all. 
In this Far West where we have 
huge undeveloped _ resources of 
water power there is an insistent 
demand that its development be 
programmed that we may more 
largely use this one great resource 
that is not diminished by use. Here 


ee 


the planner sees small sites that 
have been quickly developed for 
easy access to consuming centers. 
He sees much larger sites, that have 
great possibilities of cheap power 
in the long run, passed by because 
the large amount of power in ex- 
cess of immediate need makes de- 
velopment costs too heavy for the 
present. He sees, too, the multi- 
purpose of these great sites in flood 
control, navigation and irrigation 
—regional interests that private 
capital may not take into account. 

Or he sees distributing lines of 
power transmission of a number of 
companies intersecting each other 
and adding to the consumer’s cost. 
He sees the advantage of a super- 
power distributing system, con- 
necting the centers of consumption 
somewhat as the British grid sys- 
tem does, carrying all the power of 
whomsoever has power to be dis- 
tributed, whether public or private 
agency. 

In short, he sees grave disadvan- 
tages in waiting for the market in 
each community to take power in 
sufficient volume to promise ade- 
quate profit. He would create the 
power and arrange its distribution 
in such quantities and by such un- 
wasteful methods as would stimu- 
late the market to much greater 
consumption than we now know, 
much as the construction of the 
great railway lines into the Far 
West with national aid stimulated 
the settlement of the West. 

But if he proposes such large 
plans, men with the habits of pio- 
neer hunger and dominion in them 
fall on him with epithets of “radi- 


74 


cal” and “red.” He who plans 
may not much care for himself, but 
he does not want the planning 
movement to be sidetracked by the 
unwarranted accusation that it 
comes from Russia and intends to 
destroy free institutions. 

Such accusations are but one 
more indication that, though our 
pioneer age has so largely passed 
away, its momentum of thinking 
and feeling carries over into our 
own time. We who seek to adapt 
plans to the emerging needs of this 
newer age find the momentum of 
the past bearing down on us with a 
velocity almost equal to that which 
overbore every obstacle of nature. 
Can we stand up against that mo- 
mentum which so valiantly con- 
quered all the wild intractability 
of nature? How much easier it 
would be to yield the path, and 
stand aside. 
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Experiencing the opposition thus 
aroused as each planning proposal 
seeks to go to work, it is easy to 
generalize that a capitalistic society 
is necessarily hostile to all commu- 
nity or state planning. But such a 
generalization is implicitly based 
on the assumption that capitalism 
is itself a static, unchanging form. 
Nothing could be further from the 
truth. Capitalism has never stood 
still; only when it may cease to be 
adaptable to a changing society will 
its finish be in sight. Its pioneer 
form, based upon the conquest of 
the wilderness, is steadily changing 
because the wilderness has disap- 
peared and the abounding oppor- 
tunities for exploitation of virgin 
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natural resources is drawing to an 
end, 


To put it differently, the mo- 
mentum engendered by a pioneer 
environment is running down, and 
a new momentum must take its 
place. It is this vital new momen- 
tum that furnishes the “middle 
way” for those who plan between 
the opposing perils of frustration 
and the danger of being sidetracked 


by a perpetual fight over irrelevant 


accusations. This middle way is 
not easy, it may not give immediate 
results; but it has the great merit 
of fitting into this transition period 
when the habits of hungry men are 
so slowly yielding to the possibili- 
ties of planned abundance. 

As an example: over ten years 
ago, a first planning step was taken 
by the adoption of an international 


treaty between the United States | 


and Canada for the preservation of 
our halibut fisheries in the north 
Pacific; it has achieved planning’s 
hope of bringing into balance a 


regulated amount of annual catch 


with the closely estimated annual 
production of the sea. In the still 
more important field of salmon fish- 
eries, there has long been strenu- 
ous resistance by the more militant 
part of the industry to long pend- 
ing proposals for a similar inter- 
national plan. By inducing oppo- 
nents to confer with proponents 
under the auspices of Washington’s 
State Planning Council, an inter- 
national treaty has now been rati- 
fied by both countries—out of 


which will grow the research and 


regulation that will establish a like 
balance between production and 
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consumption in the salmon fisheries. 
Difficult as it has been to secure 
a planned fostering and protection 
of our commercial food fish, the 
fact that fishing areas are not par- 
celled out in small tracts privately 
owned has perhaps helped us to 
make our most decisive advance in 
| 


this field. 

Nevertheless, even in _ fields 
where capitalism is comparatively 
backward in its development, much 
“more progress is being made by 
planning than would have been 
thought possible a generation ago. 
In agriculture, for instance, 
through the growth in influence 
of the Land Grant colleges with 
the scientific research of their ex- 
periment stations and their faculty 
‘members, with the expansion of 
‘producer and marketing coopera- 
tives, and with the rise to power 
-and influence of farmer organiza- 
‘tions, steady planning progress is 
being made in conquering the worst 
evils of wind and water erosion 
-and of soil exhaustion. Quite as 
‘important, as these organizations 
become more influential and their 
‘scientific research acquires more 
prestige, the habits and the thinking 
of the farmer undergo changes in 
consonance with his enlarged ex- 
perience. The soil cannot change 
unless the farmer changes with it. 
Even in lumbering, the en- 
trenched and remote fastness of 
America’s most rugged individual- 
ists, there are many signs that the 
walls of Jericho are cracking as 
the forces advocating scientific and 
planned treatment of its problems 


continue to march around it. Partly _ 


through legislation favored by lum- 
bermen themselves, partly by the 
leadership of its more thoughtful 
and farseeing minority, through 
the U. S. Forestry Department, 
through the state administrators in 
charge of state forest lands, and 
not the least through the pressure 
of public opinion, waste of forest 
products is being eliminated, forest 
patrols and fire-fighting forces are 
steadily diminishing destruction, re- 
foresting is growing in extent, and 
a spirit.of cooperation among pri- 
vate owners of forest lands and 
federal and state forestry officials 
is advancing. We who plan for 
programs looking to a sustained 
yield that will bring into balance 
annual production with annual 
harvest can here, too, be far more 
hopeful than ever before. 

True, if our present economic 
system suddenly ceases to change 
as it has done in the past, planning 
will not reach its objectives. But 
our economic relationships in so- 
ciety are not standing still. Like 
Goldsmith’s coy lady declaring she 
will ne’er consent, consent bit by 
bit is being given. 

It is, then, the task of those who 
plan to realize that the deeply in- 
grained habits of pioneer men, of 
men still hungry for conquest, are 
not to be flung out the window be- 
cause we no longer see the utility of 
those habits, but to be coaxed down 
the stairs a step at a time. For 
planning cannot go ahead without 
the consent and the confidence of 
the American people. That con- 
sent cannot be extorted. It must 
be won. 


The Great Plains Committee Report 


By 


JACK LEVIN 


URING previous admin- 
] istrations Presidential 
Committees were com- 
monly employed as a de- 
device for soothing aroused public 
opinion. This was attained by the 
spectacular gymnastics of loudly 
proclaiming the investigation at the 
outset, while the inquiry was grad- 
ually suffocated by carefully avoid- 
ing basic, politically-explosive, so- 
cial and economic facts through the 
simple device of prolonged investi- 
gations and the collection of per- 
fectly harmless data. 


In the present field no such 
charge can be placed properly 
against the Roosevelt Administra- 
tion. Examine the 1908 White 
House Governors’ Conference Re- 
port on Conservation. “Then com- 
pare their program with all other 
Federal efforts in this field for 
thirty years and the conclusion is 
inescapable that the Roosevelt Ad- 
ministration has accomplished, and 
planned more to conserve our nat- 
ural resources than all the other 
administrations combined. 


It is not to be inferred from this 
that all such efforts have been uni- 
formly wise or successful. Nor are 
all the theories likely to be the 
socially best. Some of the work has 
been ill-conceived, and in adminis- 
tration, sometimes bad. The rea- 
son is not far to seek, We have 


no trained body of public person- 

nel. We are just beginning to - 
gather and apply suggested lines of 

action. We are always baffled in 

seeking that happy mean which 
places in the hands of sympathetic, 

public-minded administrators, the 

execution of technically-competent, | 
socially-adaptable, legislation or 

plans. 

Aside from these factors, we 
would expect to find in a Roosevelt 
presidential drought committee re- 
port the same human, non-technical 
approach which has characterized 
his social viewpoint in other con- | 
servation efforts. In that we shall | 
not be disappointed. Those who | 
believe in a happy addition to an 
already desirable and expanding na- 
tional and state conservation pro- | 
gram will be heartened indeed by. 
the recently published volume: | 
“The Future of the Great Plains”, 
the report of the President’s Greaa| 
Plains Committee.* 

It is well to indicate the | 
common technique used in making | 
available a summary of material 
which would normally take months | 
to discover and read, with no assur- 
ance however, that comprehension 
would follow. This comprehensive | 
but very brief report is best de- 


“Mr Morris L. Cooke, Chairman; 
Prof. Harlan H. Barrows; Dr. H. H. 
Bennett; Dr. L. CC. Gray; ‘Col, MG 
Harrington ; Col. Richard C. Moore ; Mr. 
John C, Page, and Dr. Harlow S. Person. 
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scribed as the “humanizing’” of 
vast realms of conservation knowl- 
edge, to use Dr. James Harvey 
‘Robinson’s phrase. One need not 
accept the proffered solutions and 
‘still agree that sound diagnosis is 
necessarily a first step towards a 
cure. For now the entire drought 
problem is set forth simply, vividly 
and with constant recognition of 
the important roles that individual 
habits, established institutions, and 
‘vital social and economic forces 
play in a somewhat technical pro- 


gram. 

Broadly speaking, the report 
comprises four main parts: State- 
ment of the Underlying Problems; 
Programs of Action, in General; 
Specific Methods of Effecting Pro- 
grams Under Existing Practices, 
Laws and Agencies; Experiments, 
Suggestive Associations, and Model 
Laws. 

Before considering these main 
divisions, it is well to state the prob- 
lem confronting the President’s 
Great Plains Committee: 

“Tn 1934 and again in 1936 
drought conditions in the Great 
Plains area of the United States be- 
came so severe that it was necessary 
for the Federal Government to take 
emergency steps to rescue dying 
cattle, relieve destitute families, and 
safeguard human life. The experi- 
ence of the two tragic years made 
it evident that the drought had 
merely accentuated a situation 
which had been long developing. 
The agricultural economy of the 
Great Plains had a perilously nar- 
row reserve.” 
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I. Statement of Underlying Prob- 
lems. 


1. Analysis of the physical char- 
acteristics of the Great Plains 
area affords a vivid summary of 
the basic role that soil, variations in 
rainfall, local climate and tempera- 
ture, high wind velocity, and sur- 
face and ground waters, play in 
crop yields and water supply. It 
also discloses the attendant 
droughts and dust storms, with 
their consequent disastrous reduc- 
tion in crop yields and farm in- 
come. The important consideration 
is rainfall. The pivotal basic physi- 
cal factor is “...in the Great 
Plains the climate hovers around 
the point critical for vegetation; 
depending on the locality and the 
year, it may be moist, subhumid, 
or dry—subhumid one year and 
semi-arid or arid the next.” 

2. The chapter on the use and 
misuse of land treats the essentially 
rural nature of the population prob- 
lem. We learn that the former 
public land policy gave little con- 
sideration to the long-range stabil- 
ity of this region. The conditions 
stimulating unwise settlement of 
land are considered. “These range 
all the way from advanced tech- 
niques in agriculture due to the use 
of tractors and other power ma- 
chinery, down to ignorance of land 
productivity and the tragic effects 
of land speculation. In short, the 
origin of many problems “lay in 
the inappropriate use of land.” 

3. The section on undesirable 
tendencies in the use of land treats 


_the lack of proper coordination of 
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land and water use. These unwise 
land use practices are depicted in 
the overstocking of range lands, 
and the expansion of arable farm- 
ing into unsuited areas. The joint 
nature of land and water use indi- 
cates that planning must inevitably 
include both. The poorly balanced 
systems of farming disclose the un- 
due dependence that is placed on 
one crop—wheat—in the agricul- 
ture of the Great Plains. With the 
frequent failure of wheat this 
leaves the farmer with no income 
whatever—while all his fixed costs 
remain the same. The undesirable 
tendencies in land tenure reveal 
the evils and problems of absentee 
ownership, the great significance of 
small, scattered uneconomic oper- 
ating units, the extensive tenancy, 
the instability and insecurity of 
such tenure, and the unbusiness-like 
nature of the system of land occu- 
pancy and leasing which “... de- 
stroy rather than inspire interest in 
conservation of soil and water re- 
sources and in the development of 
economically secure and _ socially 
stable rural communities.” 

4. The destructive effects of un- 
desirable tendencies in land tenure 
and use are reviewed. ‘These re- 
late to the most spectacular effects 
of the cultivation of unsuitable 
lands or the cultivation of suitable 
lands improperly —the unprece- 
dented, devastating, dust storms of 
recent years. 

The vital damage by wind and 
water erosion is related vividly. In 
soil wastage we learn that ‘‘Over- 
grazing, the tremendous expansion 
of tilled acreage, the reduction of 


the organic matter in the soil, and | 
a succession of years of low rainfall 


are the chief factors that have made 
possible the recent great increase in 
soil impairment and destruction.” 


Other undesirable tendencies are 
disclosed in the depletion of the | 
range through overstocking. In 
water wastage we observe the lack — 
of coordination of water uses and 
water with land resources, the 
poorly designed and financed irri- 
gation systems, and the excessive 
withdrawal of ground water from > 
certain areas where it is needed 
greatly. ; 

The result is very inadequate and 
extremely variable farm incomes, 
These in turn are complicated by | 
indebtedness and financial distress | 
generally, and excessive depend- 
ency, all of which necessitate great | 
federal expenditures for relief. The 
tax situation is equally bad. ‘“Char- | 
acteristic of economic maladjust- | 
ments in the Great Plains are high 
rates of taxation, extensive tax de- | 
linquency, and consequently severag 
ly embarrassed local governments.” | 
The excessive tenancy and the high | 
degree of dependency affect the sta- _ 
bility of the individual, the fara} 
and the community. 


5. Finally, ancient attitudes off 
mind are revealed as a hindrance } 
to basic readjustments. These out- 
moded and obstructive mental pat- 
terns are passed in review: Man 
conquers nature. Natural resources 
are inexhaustible. Habitual prac- 
tices are best. Individual and 
social good are identical. An owner | 
may use his property as he —— 


| 
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Expanding markets continue in- 
definitely. Free competition co- 
ordinates industry and agriculture. 
Values will increase indefinitely. 
Tenancy is a step towards owner- 
ship. The self-sufficient farm is 
desirable. Individuals must make 
their own adjustments. It requires 
little to dispose of these illusions. 

- Of these common individualistic, 
false assumptions that have gov- 
erned agricultural conduct the 
‘committee says: ‘“They must be 
revised in order that there may be 
a proper environment for achieve- 
ment of the purposes of our recom- 
mended program; that all lines of 
action may be made to focus on a 
common social objective.” 


Il. Programs of Action, In 
z General. 


The first broad division of the 
teport of the Great Plains Com- 
Mittee is essentially a clear diag- 
nosis and statement of the under- 
lying problems. The second broad 
faspect of its work consists of pro- 
grams of action in general. 

1. Suggested lines of Federal 
action call for: 
a. Intensive investigations and 
surveys, to be completed in not 
more than 10 years. 
_b. Appropriations for the con- 
servative continuation of the Fed- 
eral policy of purchasing appro- 
priate lands in grazing areas. 
_¢. The Federal purchase, con- 
trol and use of lands acquired in 
‘ange areas by means of Federal 
grazing districts. 
_ d. Enlarging undersized farms 


; 


yoluntarily, through extended .. 


credit, and governmental experi- 
ments in the Federal purchase and 
lease of selected land. 


e. The greatest natural handi- 
cap is a lack of rainfall. In this 
essentially dry area this basic fact 
of nature cannot be altered, but 
only mitigated by various devices 
such as limited irrigation, the use 
of shallow underground waters, 
contour-listing and the like. 


f. Suitable homes and opportu- 
nities for those desiring assistance 
should be found, if practicable 
within the Great Plains region, or 
else by suitable resettlement else- 
where. 


g. Appropriate provision to local 
governments to insure continuing 
revenue for lands acquired by the 
Federal Government. 


h. Serious consideration should 
be given to the development of 
other regional agricultural  re- 
sources such as lignite which is us- 
able for many fuels. 

2. The committee considers next 
proposed lines of State action. It 
states that the previous federal pro- 
gram is conditioned by the extent 
to which necessary complementary 
action is effected by the States in 
accordance with the following sug- 
gestions: 

a. Legal surveys of State laws 
with a view of making needed re- 
visions of laws relating to land and 
water conservation and use, includ- 
ing those related to agricultural 
institutions such as tenancy, leas- 
ing, taxation and tax delinquency, 
These should be part of a related, 
consolidated, simplified program. 
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b. Passage of State enabling acts 
to permit the zoning of counties, 
districts, etc. [he purpose is to 
zone land for its proper use, and 
thus help stabilize ownership, re- 
duce speculative holdings, give 
stability to other programs, and 
promote the public interest gen- 
erally. 

c. Improving small holdings by 
cooperative grazing association 
laws. The latter are to be admin- 
istered by a State Commission 
under law that safeguards ade- 
quately the public interest in range 
lands. 

d. Legislation permitting the 
establishment of districts to control 
erosion on arable lands, with power 
to prevent uses which injure the 
community welfare. The Standard 
State Soil Conservation Districts 
Law prepared by several federal 
agricultural agencies is suggested 
as a pattern. 

e. Provision for the wise, social 
management of tax - delinquent 
range lands. 

f. Facilitating needed changes in 
community organization and local 
fiscal arrangements. 

g. Having the States consider 
the revision of their tax systems, 
due to widespread tax delinquency, 
and the consequent diminishing of 
the tax base. 

h. Promoting the conservation 
and efficient use of water by en- 
couraging small ponds on farms; 
developing irrigation projects; 
adapting highway design to water 
conservation purposes; controlling 
water pumped by individuals, and 
eliminating various wasteful prac- 
tices. 


3. In its recommended lines of 
action the Great Plains Committee 
says that long-time plans for essen- 
tial readjustments depend upon 
local action even more than upon 
federal or state action. 

“the success or failure of a. 
long-term program of readjustment | 
and development for the Great | 
Plains will depend chiefly on local 
attitudes, policies, and actions. This } 
is as it should be. Federal agen- : 
cies may advise, assist, coordinate, , 
but State agencies oe especially 
local agencies must largely deter- : 
mine their own destiny.” 

4, Farming _ readjustments.. 
Many operating units must be re-- 
duced or enlarged. Major changes 3 
are requisite in the cropping system. | 
To stabilize farm economy sys-- 
tematic provision is necessary for’ 
feed and seed reserves. Supple-: 
mental irrigation may be helpful. 
However, the basic farm problems| 
relate to the prevention of soil ero- 
sion and the conservation of mois-: 
ture in soil. Unfavorable seasons 
should be provided for by alternate: 
cropping plans, striving for flexible 
cropping programs. Finally, wind 
breaks should be planted where 
water and other conditions are: 
favorable. | 

5. Organization for readjust-; 
ments. Many federal, state, county,, 
municipal, and numerous types of 
district (conservation, irrigation, 
grazing) agencies exercise various 
functions in relation to the read- 
justment economy. Therefore, says 
the Committee, some continuin 


coordination of the many different 
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kinds of readjustments considered, 
as coordination from Washington 
is exceedingly difficult. 

‘This coordinating Great Plains 
agency should not supplant exist- 
ing agencies, but should continue 
to study the whole problem using 
“consultation, education, persua- 
sion, and guidance to integrate the 
efforts of all forces concerned to- 
ward a common end.” The activi- 
ties of this coordinating agency 
hould form ‘‘a part of the nation- 
wide effort toward better planning 
and greater coordination.” Due to 
possible pending readjustments in 
the executive branches of the gov- 
ernment, a permanent commission 
is not recommended. Until such 
time as Congress acts on compre- 
hensive national planning activity, 
the Great Plains Committee sug- 
gests that a temporary Presidential 
committee might be assigned the 
task of encouraging “‘as best it may, 
development of the integrating in- 
fluences already set in motion in 
the Great Plains area.” 


Tit. Specific Methods of Effecting 


Programs. 


Following the general program 
indicated above, the Great Plains 
Committee report contains a sup- 
plement which will prove of great 
value to all those seeking more ex- 
act guidance in formulating policy 
and legislation, the appendices con- 
taining some complete models. The 
supplement contains four memo- 
‘anda on ways to institutional re- 
adjustment. 

1. The first memorandum treats 
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capital and credit, reviewing the - 
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problem, considering sources of 
capital, and outlining a long-time 
policy. 

2. The second memorandum 
considers taxation, its rural as- 
pects, reorganization of local gov- 
ernment, improvements in the 
property tax and revision of the 
tax system. 

3. The third memorandum 
summarizes the gamut of all the 
significant legal problems involved 
in soil erosion control, the ac- 
quisition and development of sub- 
marginal lands, the acquisition 
and administration of tax delin- 
quent lands, grazing control, 
rural zoning, and water utiliza- 
tion. Its conclusion characterizes 
the present chaotic law, and sug- 
gests the need of change in these 
terms: 

“Four basic facts stand out 
clearly from the foregoing analysis. 
They are the lack of law, the lack 
of uniform laws, inadequate laws 
or administration, and conflicts of 
jurisdiction. This means that new 
trails will have to be blazed, and 
adequate agencies established.” 


IV. Experiments, Suggestive As- 
sociations, and Model Laws. 


The appendices will be found ex- 
tremely useful in several respects. 
They contain the following helpful 
information: Typical Results of 
Operations Program in Soil and 
Water Conservation in the Great 
Plains; Benefits Derived by Areas 
Surrounding Irrigation Projects; 
The Montana Land-Use Study, il- 


lustrated by a representative sec- 


‘tor of Fergus County; a Montana 
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Cooperative Grazing Association ; 
a Standard State Soil Conservation 
Districts Law; Summary of Texas 
Legislation on Soil Erosion Con- 
trol; Summary of the New York 
Plan for Developing and Preserv- 
ing State Forest Land ; Summary of 
the Wisconsin Plan for Developing 
and Preserving State Forest Land; 
Summary of the Taylor Grazing 
Act; Montana Grazing Laws of 
1935, Chapter 195; Montana 
Grazing Laws of 1935, Chapter 
194; New Mexico Legislation Re- 
lating to Underground Water; 
Uniform Underground Water 
Law for Western States. Finally, 
there is a brief bibliography for 
the nonprofessional reader. Ade- 
quate explanatory charts exist 
throughout the volume, while a 
pictorial survey of the Great Plains 
enables one to see as well as read 
about the disastrous problem. 


Regulations, plans and laws are 
only as effective as those who ad- 
minister them. Administration is 
the touchstone to the effectiveness 
of the entire problem. For this rea- 
son the conclusion on administra- 
tion in the chapter on legal prob- 
lems is charged with powerful 
social and political meaning: 

“Too much emphasis cannot bes 
placed on administration. At best,, 
laws are only springboards to good! 
administration. The types of pub-- 
lic servants selected ; their technical! 
ability; the social viewpoint and 
sympathy with which they ap-: 
proach the problems involved ; their’ 
administrative ability to obtain de-: 
sirable results by pumping the 
warm blood of social accomplish- 
ment into the cold veins of the! 
law—all these things proper ad- 
ministration alone provides.” 


| Books 


Rico Lanp, Poor Lanp: A Study of 
Waste in the Natural Resources of 
America. By Stuart Chase. Whittlesey 
House, McGraw-Hill, New York, 1936. 
Pp. X, 361. 

In his inimitable and dynamic 
style, Mr. Chase presents to his 
countrymen a dramatic report on 
the physical state of the nation. 
After reviewing the two centuries 
of the white man’s occupancy, 
Chase finds that a “tragedy of 
waste” has been enacted on a con- 
tinental scale and that the most 
urgent of our problems is the con- 
servation of our remaining re- 
sources. 

Rich Land, Poor Land pioneers 
by giving the nonprofessional reader 
an inventory of the resource capital 
of the nation. In such an account- 
ing, the test of success is not deci- 
mal-point accuracy but synthesis of 
data to produce a reasoned state- 
ment of condition. ‘The reader 
correctly receives a picture which 
has perspective and proportion. 
~ One truth stands out: “the me- 
chanics of speculative exploitation 
for quick profits” are not compati- 
ble with the processes of Nature, 
whose economy is self-perpetuating 
and self-liquidating. If the human, 
institutional environment is not in 
harmony with the physical environ- 
‘ment, the abuse of the resources 
depletes these capital assets and re- 
‘sults first in private bankruptcy, 


then social bankruptcy. As dis- 
cussed in Chapter VI of the re- 
cently issued report of the Great 
Plains Committee, prevailing atti- 
tudes of mind have worked against 
Nature too long and now retri- 
bution is at hand. 

Mr. Chase recognizes that not 
any doctrine or theory, but eco- 
nomic necessity will compel the 
conservation of the natural re- 
sources, the provision of economic 
security, and the revision of insti- 
tutions and attitudes of mind; that 
we must have not only physical 
planning for the conservation of 
resources — “capital planning” — 
but also “income planning.” 

To date, we have concentrated 
on physical planning. But planning 
in physical terms cannot go far un- 
less there is simultaneous “income 
planning” based on a functional 
objective. Conservation of natural 
resources alone will give the physi- 
cal basis for security but not em- 
ployment. The erosion problem 
will not be solved by terraces un- 
less it is also accompanied by meas- 
ures to reduce tenancy and farm 
debt burdens. In short, economic 
planning is a combination of “in- 
come and capital planning.” Dams 
and terraces are but the engineering 
framework of what is properly an 
institutional structure. 
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Miscellany 


Contributors 

Berta Asch has written a report 
on the Tennessee Valley Authority 
for the Elmhirst Committee. 

William Beard, author of Create 
the Wealth, is the son of Charles 
and Mary Beard. Until recently 
he served as Chief of the Publica- 
tions Section of the TVA. 

Benjamin H. Kizer is Chairman 
of the Washington State Planning 
Council and a member of the Paci- 
fic Northwest Regional Planning 
Commission. 

Jack Levin, former Chief of 
Legal Research for NRA, is As- 
sistant Counsel to the Rural Elec- 
trification Administration. 

E. J. Coil, economist for REA, 
collaborated in the writing of Lit- 
tle Waters. 

Ngee Nee 

The Pacific Northwest Regional 
Planning Commission plans to 
submit a report and recommenda- 
tions on the utilization of the forest 
resources of the region. “The four 
States of Washington, Oregon, 
Idaho, and Montana contain half 
of the remaining saw timber stand 
of the nation. Since early settle- 
ment, Washington has used or de- 
stroyed more than one-half of its 
original stand of timber. 

The Oregon State Planning 
Board, in its report, Oregon’s For- 
est Problems, concludes: 

“Tn specific terms, sustained yield 
implies that the present industry 
should become so organized that 
the annual cut of timber will ap- 
proximately equal the annual 


growth increment. In order to 
establish this balance, it will prob- 
ably be necessary to set up loose 
administrative units in which given! 
blocks of timber land are more or 
less permanently associated with) 
corresponding manufacturing 
plants. This does not imply that 
timber and mills shall necessarily: 
be under the same ownership; in- 
deed, it seems. more probable that 
large parts of the timber holdings 
will be in public ownership, but so: 
integrated with private holdingss 
that the mills be assured of a con-- 
tinuous supply of timber. With 
the industry thus established on a) 
permanent basis, it should be pos-+ 
sible to maintain stable industrial! 
communities with regular employ-- 
ment | and good working conds | 
tions.’ 


LN Nee 

ESPA has published a oamnphif 
entitled “A Selected Bibliography; 
of Books on Economic and Social! 
Planning 1935-1936.” 

The first three numbers of Pian i 
AGE supplied its readers with a se-: 
lected bibliography of the books; 
and pamphlets on economic and! 
social planning which had appeared! 
before 1935. This present bibli- 
ography brings our list of planning 
literature up to date. Together’ 
with the other bibliographies of 
books, pamphlets, periodical arti- 
cles and reports on physical, re- 
gional, state, city and town plan- 
ning which it mentions, it provides 
a comprehensive survey of Ameri- 
can and foreign planning literature. 


Rationalizing Transportation 


_. By 


E. L. OLIVER 


gq ORMULATION of a rational 
”] transportation policy in 
the United States cannot 
SE SZ) proceed without a clear 
understanding of the relationship 
between transportation and general 
social progress. This relationship 
has long been recognized ; it is well 
exemplified in that part of the 
country which lies between the Ap- 
palachian and the Rocky Moun- 
tains. In the earlier years of the 
westward migration, the water- 
ways of that region were its prin- 
cipal carriers, and _ population 
moved to the shifting frontier 
along the rivers of the Mississippi 
system. The coming of the rail- 
ways, at a time when other condi- 
tions favored rapid industrial de- 
velopment, imposed a special pat- 
tern upon the expansion of the 
West, and wrote into its economic 
and political structure many peculi- 
arities born of. railway operating 
factors. 

Railway lines were first con- 
structed as supplements to the 
waterways; their terminals were 
at trading points already estab- 
lished upon the rivers. ‘The trans- 
ferring of freight between rail and 
water carriers at these points 
naturally stimulated their growth. 
Later, as the segments of rail lines 


began to grow together into com-_. 


plete systems, the river towns be- 


He 


came system terminals, and the 
volume of freight transfer multi- 
plied. From the river towns along 
the Mlississippi-Missouri the rail 
lines spread fanwise to cover the 
West; eastward, the lines still 
further converged upon the few 
passes through the Appalachian 
mountains. Railway rates natur- 
ally came to be based upon the 
river and transfer points. These 
cities were found to be advan- 
tageously located not only for the 
collection of raw materials and the 
distribution of finished products to 
the West, but also for the manu- 
facture of many commodities. Food 
moving eastward to the more 
populous East was processed at the 
transfer point ; farm machinery was 
manufactured in the same cities. 
The growth of St. Paul-Minne- 
apolis, Sioux City, Omaha, Kansas 
City, St. Louis and Chicago re- 
sulted from the combination of 
these factors, and dozens of other 
smaller cities owe their develop- 
ment to the characteristics of the 
transportation system. 

If early railway promoters and 
builders had understood the type 
of consequences which might flow 
from their decisions, and had been 
motivated only by the desire to 
serve the nation, it would still have 
been very difficult to avoid serious 
mistakes. But our railway build- 
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ers had no interest beyond their 
own profit and power. Bonuses on 
construction resulted in the build- 
ing of lines where none was needed ; 
rivalries between groups of pro- 
moters or financiers resulted in the 
senseless duplication of existing 
lines. Adequate service was subor- 
dinated to every other desire of 
the railway financier, and for many 
years railways were primarily 
counters used in stock market oper- 
ations. Railway combinations were 
made by “empire builders” with no 
other purpose than to destroy 
rivals. Railway owners and man- 
agers themselves seemed to give 
little thought to the public they 
were ‘‘serving”’. 

But the public felt the effects of 
railway methods, and began to 
express itself through its various 
components. Community rivalry 
led to attempts—very often success- 
ful—to secure rates which favored 
one city as against another. Indus- 
try groups sought and secured rates 
which favored one commodity as 
against the general rate level. In- 
dividual shippers tried to use, and 
did use, railway managements in 
their own competitive wars. Finally 
those who suffered from these dis- 
criminations, and the farmers who 
seemed to be the ultimate victims 
of all types of railroad mismanage- 
ment, protested so vigorously as to 
secure governmental regulation of 
the railways. 


it 


Regulation, by state and federal 
governments alike, thus began as an 
attempt to prevent abuses in rail- 


way operation. Among many other’ 
drawbacks to a policy of regulation; 
—including the conflicts between) 
state and national authorities—- 
perhaps the greatest is that this: 
policy is essentially negative and! 
repressive. It denies to railway’ 
owners and managers the right to} 
do certain things which unre-- 
stricted and short-sighted pursuit: 
of maximum profits might dictate, , 
but it can only rarely direct the: 
railways to do those things which. 
broad public policy requires. Regu-- 
lation can prevent unification, can) 
prevent further extension, can pre- 
vent the issuance now of new secur- 
ities; but regulation cannot compel . 
needed coordination, cannot re-- 
quire new construction, cannot: 
force reorganization of corporations } 
not actually in receivership. If’ 
from the earliest days of railway’ 
construction we could have had. 
regulation as well developed as we: 
now have it in the Interstate Com- ‘ 
merce Commission, the railway’ 
problem of today would have been 
much simpler. But to begin regu-- 
lation after the railways have been | 
over-built, after rates have been. 
established on unsound bases, after’ 
corporate organizations have been) 
set up and tied together, and after 
much of our industrial structure. 
has been built on existing railway 
rates and practices is to attack the 
problem with wholly inadequell 
means. 

Some efforts have been made, . 
a part of regulatory legislation, to 
exert positive pressure upon the 
carriers for a reorganization of the 
railway industry. The Transpor- 
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tation Act of 1920 instructed the 
Interstate Commerce Commission 
to draw up a plan for the consoli- 
dation of the railways of the coun- 
try into a limited number of sys- 
tems. The Emergency Railroad 
Transportation Act of 1933 gave 
to the Federal Coordinator of 
Railroads the responsibility, and 
superficially the power, to require 
the railways to unify their facilities 
vherever it appeared to be in the 
interest of efficient operation. 
hese attempts, however, only 
served to illustrate the impotence 
of regulatory methods and author- 
ities to bring about the type of re- 
organization which the industry 
needs. 

Into this general problem, the 
development of the bus and truck 
has injected what is much more 
than a mere competitor of the rail- 
ways. Over-the-road transporta- 
tion is infinitely more flexible, 
vithin its economic limits, than 
railway transportation. One car- 
load cannot move over the rails as 
economically, per ton-mile, as can 
fty car-loads; but one truck-load 
costs no more per ton-mile than 
vould fifty truck-loads. Truck 
lines can be started, expanded or 
discontinued easily and quickly; 
routes can be altered frequently. 
Pruck rates, even when regulated 
to prevent discrimination and cut- 
throat competition, can be free 
from the rigidities of railway rates. 
Even though regulation might ulti- 
yately put the average truck rate 
at exactly the same per ton-mile 
as is the railway average, rates can 


be more logically adjusted to spe- 


cific hauls and service can be better 
adapted to particular needs by the 
trucks than by the railways. Com- 
munities and industries which have 
heretofore been handicapped by un- 
favorable locations with reference 
to the railways now find themselves 
able to compete in markets they had 
not formerly been able to reach. 
Entirely apart from the factor of 
actual transportation costs, there- 
fore, the motor truck threatens the 
disruption of the field it invades, 
and plays havoc with old estab- 
lished economic relationships be- 
tween industries and communities. 
Placing the truck in our trans- 
portation policy will be a very diff- 
cult matter. Trucking really defies 
effective regulation; it is too flex- 
ible, too atomic, too easily under- 
taken by wild-cat or fly-by-night 
operators. Much of the operations 
of the truckers will not be suscep- 
tible of national or even state regu- 
lation for long time. But the long- 
distance hauling, and the operation 
of regular truck lines even over 
short routes, can be systematized 
and regulated in a manner similar 
to that used with the railways. 
If regulation is begun quickly 
enough, and on a sufficiently com- 
prehensive basis, it should be possi- 
ble to prevent the development of 
the more serious abuses in a con- 
siderable part of the industry. 


Ill. 


This does not seem to be the 
correct answer to the general prob- 
lem, however. Over-the-road_ ve- 
hicles should not be considered 


_primarily as competitors of the rail- 
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ways, any more than one railway 
should be considered primarily 
from the standpoint of its competi- 
tive relations with another. Our 
railways should supplement each 
other, as long as they are inde- 
pendent, and should certainly avoid 
the mutually destructive practices 
which are inseparable from even 
the modified competition in which 
they are now engaged. Bus and 
truck lines, similarly, should be 
considered primarily as supplemen- 
tary to the railways, or at least as 
parts of a general transportation 
system based upon the railways. 
Transportation of passengers and 
freight should be undertaken by a 
unified system; service should be 
so arranged that the particular haul 
will be made by that means best 
suited to the job. The. shipper 
should be able to offer shipments 
for all destinations at the same 
freight office or to the same truck- 
driver; he should be able to rely 
upon each shipment moving by the 
route and by the agency which will 
give the fastest and most reliable 
service. The railway route clerk 
today, or the express route clerk, 
decides upon the route to be fol- 
lowed by a shipment when the 
shipper does not specify; the clerk 
should, and usually does, decide 
upon the basis of the most expedi- 
tious handling. That same clerk 
could make the same decision if 
certain types of traffic, and that 
destined for certain points, were to 
move by truck rather than by rail. 
Rates could and should be so re- 
constructed as to make them ex- 
pressive of the costs of handling 


traffic, and they should not vary as 
between the different agencies. 

Railway and express companies 
are today making a beginning in the 
direction of such a unified handling 
of traffic, but with existing handi4 
caps they cannot hope to develof 
an integrated system under their 
separate ownerships. The whole- 
sale revision of rates which will be 
required does not seem practicable 
under existing regulatory legisla. 
tion. Railway rivalries are being 
carried over into truck and bus 
operations, and are inflicting tha 
same sort of damage as_ they 
have inflicted upon the railway: 
themselves. 

In the integration of truck ana 
rail operations, as well as in tha 
rationalizing of railways alone, ii 
will not be safe nor will it be 
desirable to neglect the interests 0 
the transportation employees. Rail! 
way workers, in particular, have 
followed their industry into all 01 
its duplications, and are the innot 
cent victims of its wastefulness. Ne 
efficiency expert, even though ho 
carries an imposing title like “Fed| 
eral Coordinator of Railways”’, can 
carry out railway reorganization in 
disregard of the rights and neces: 
sities of railway workers; these 
workers simply will not stand fo: 
it, and they are quite right in thei 
nctiende: Individual shippers, an 
whole communities, rise up in pr: 
test against a rate change whic 
will destroy the basis on whic 
their economic organization rests 
railway labor has the same righ' 
and a greater need, to protes 
against drastic changes in railwa 


RATIONALIZING TRANSPORTATION 89 


operating methods. The workers 
were not responsible for the exist- 
ing duplications and wastes; they 
should not be made to pay the cost 
ef correcting those conditions. 
Whatever is done in the way of 
reorganizing the industry, it should 
be undertaken in a manner that 
will preserve railway employment 
and indemnify railway workers for 
all financial losses they incur. 


EY, 


How can these objectives be at- 
tained—at least, how can we begin 
rational reorganization of the in- 
dustry? It seems clear that the 
first step in bringing the transpor- 
tation industry under intelligent 
control is for the Government to 


place a reasonable purchase price 
upon the railways, and take them 
over. Private ownership was never 
the correct basis for the industry, 
and is much less so now than ever. 
Government ownership will per- 
mit the development of a positive 
policy of integration within the in- 
dustry, of elimination of duplica- 
tion and other wastes, of rate re- 
construction, and of protection for 
the employees and communities 
throughout the changes which prove 
to be necessary. Private ownership 
under public regulation can do 
none of these things properly—and 
the industry, together with the pub- 
lic it serves, must have the advan- 
tage of the thorough reorganization 
indicated. 


The Academy of Industry 


By 


BENJAMIN A. JAVITS 


HE ACCUSATION has fre- 
quently been made that 
democracies are by nature 
inefficient. But while it 
may be true that they move more 
ponderously and less expeditiously 
than dictatorship countries, still 
those individuals who cherish their 
liberty prefer it so. Regimentation, 
even for the sake of “‘efficiency’’, is 
abhorrent in a land where personal 
freedom is a by-word. 

Nevertheless, it is not essential 
that democracy and inefficiency go 
hand in hand. On the contrary, 
whatever degree of inefiiciency may 
exist in the economic structure can 
now be offset to a great degree, and 
this without submitting to any 
form of regimentation. Our eco- 
nomic life can be controlled for the 
benefit of the entire population, 
with our industrial liberties and 
opportunities unlimited, if we plan 
properly. We are not concerned 
here with planning of the State, 
however, which falls in the field of 
politics, but rather with economic 
planning, which would be jeopar- 
dized if the two realms were not to 
be kept in balance. 

What we are ready for, if not 
planning itself at the moment, is 
an Academy of Industry, to give 
direction to our industrial structure 
and enlightenment to the masses as 
to their role in the machine age of 


I 


which they form a part. Such an 
institution would serve as the spear- 
head of a movement designed to. 
substitute planning toward an ob- 
jective social goal for a more or less 


chaotic and haphazard economic | 


system. The Academy would recog- 


nize merit in contra-distinction to 
the accent on favoritism for vote- 
getting purposes, not infrequently 
found in politics. 


Even those who are not ardent 


exponents of “planning’”’ as such 
realize that something must be 


done to prevent the series of in- | 


creasingly vicious cycles which our 
reluctance in the past to chart our 


{ 


| 


economic course has forced upon — 


us. 
see the wisdom of planning on a- 
broad economic scale, but these rep- 
resent far from a majority. One 

of the prime purposes of an Acad- 

emy therefore would be to awaken 
the eyes of the people as a whole 
to the necessity for coordination, in 
addition to unifying the efforts of 

those groups who already under- 
stand planning to be the need of 
the times. It would thus help pre- 
pare the way for a ‘“Common-. 
wealth of Industry” system (the 
subject and title of my recent 
book), in which all industry would > 
be represented proportionately and 
which would function in the public 
interest. 


‘There are of course those who | 


: 
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_ An Academy of Industry would 
have to be an organization whose 
reputation for integrity would al- 

ays be above suspicion. In its 
ducational and publicity work the 

cademy would never represent 
any one branch of the economy, but 
would embrace the problems and 
point of view of the industrial, 
agricultural and labor groups. In- 
dustry, if it had the proper leader- 
ship, could through its trade asso- 
cCiations and through campaigns for 
individual membership establish an 
Academy of Industry. Or it might 
be founded on an endowed basis. 
Then, too, while the Academy 
should eventually be the arm of 
organized industry, the government 
could lend its prestige to the organ- 
ization of such a body, in the way 
that the governments of this conti- 
nent helped to organize the Pan- 
American Union. 


Lt 


Once organized, the Academy 
could serve in many concrete ways 
to clarify for the citizens of this 
country the values and possibilities 
of their machine civilization. Peo- 
ple still do not completely under- 
stand the fact that the machine now 
makes it possible to create an 
economy of abundance. Nor do 
they fully realize that the promise 
of the age in which they live is 
that the people need not be in want, 
once they are properly mobilized 
behind a scientific plan and eco- 
nomic forces are properly managed. 
- While our people were learning 
to run tractors and to operate 
blast furnaces, they were too busy 


working for the machine and being 
conditioned by it to realize its full 
implications for them. Business 
men, workingmen, farmers, con- 
sumers, lawyers and other profes- 
sional men need to adjust their 
values to the changes wrought in 
their lives by technology, and 
the Academy could crystallize ad- 
vanced thought on the subject into 
matter which could be made avail- 
able to all branches of the 
population. 

In addition to revealing the sig- 
nificance of the machine age, the 
Academy might take over the 
“education” of employers, em- 
ployees, investors, public officials, 
professional people and consumers, 
indicating to each what his part 
should be and how he must play it. 
Once these groups realize the ad- 
vantages of a planned economic 
order, they will be ready to fall in 
line and recognize their particular 
stake in the establishment of indus- 
trial peace and prosperity. 

Management can be shown the 
necessity, for example, of operating 
with social vision and as a profes- 
sion since otherwise its members 
may be doomed. Labor can be 
taught the need to rid its ranks of 
whatever racketeering elements 
may exist there. The consumer 
can be made to understand why he 
hurts himself if he does not pay 
decent prices for his goods. The 
investor can learn that the way to 
true wealth does not lie through 
speculation indulged in for the sake 
of multiplying dollars alone. The 
public official can be made to real- 
ize that he cannot assume an arro- 


~ gant attitude toward industry. 
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People may have to shed some of 
their old ideas regarding the merits 
of uncontrolled and ruthless com- 
petition, the right to sabotage, the 
right to buy at “loss” prices, the 
right to put the next fellow out of 
business by unfair tactics, and so 
on. But in return they can help 
to create a system in which they 
will be assured of a certain amount 
of security and the ability to con- 
sume at least in proportion to their 
needs. 

The Academy, as the intellectual 
mentor or leader of industry, can 
also be expected to formulate and 
spread a new philosophy of life 
suited to an industrial civilization. 
No program, plan or movement, no 
matter by whom inspired, can possi- 
bly succeed without a philosophy 
that serves as a rallying point—a 
cohesive force. 

As a nation and as individuals, 
furthermore. we know little about 
prices, costs, profits, wages, money, 
interest and similar things. An 
Academy can help in throwing 
light on such questions as “what 
are proper wages, prices and 
profits’ in a new civilization in 
which the keynote is really eco- 
nomic security for all rather than 
private profit for the few. A 
coordination of studies on the 
employer-employee and the citizen- 
government relationships should 
also prove valuable. 


Oppressed as many of us have 
been by the necessity of keeping a 
roof over our heads or providing 
for our children’s education, we 
have not always had the leisure 


time that would enable us to taste 
life to the full. If, as seems likely, 
each man’s right to leisure time is 
assured in a planned society, he 
could turn to the Academy to learn 
the best use of his free hours. Ini 
collaboration with other educa- 
tional institutions, the Academy 
would lead the people in cultural] 
pursuits and contribute toward the 
establishment of high standards of 
living and achievement. 


But it is not necessary to wait! 
for a planned society to be estab-- 
lished before the Academy can} 
function to advantage. The Acad- 
emy of Industry could begin imme- 
diately to direct thoughtful atten- 
tion to the problems involved in} 
war, disease, dishonesty and crime.. 
Whether it would operate to com-- 
bat foreign propaganda designed to: 
increase hostility between nations; 
or to offset the circulation of philos-» 
ophies pitting class against class or- 
religious group against religiouss 
group, there is a rich field of en-- 
deavor here. :| 

The Academy should be in at 
position to operate successfully at: 
the point where economics and| 
morals meet. Although we have: 
begun only in recent years to apply 
laboratory methods to our social} 
problems, we know that poverty 
and ignorance engender the great-: 
est evils of the modern world. At 
the base of such evils lie important: 
economic maladjustments, and we: 
know that it is only the rare indi- 
vidual who steals or exploits his 
fellow-man cruelly if he can obtain 
well-being in other ways. 
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In addition, the Academy could 
serve as a coordinating factor in 
our economy. ‘There are many 
agencies working in the social- 
economic field today which may be 
making progress independently. 
But frequently their objectives 
overlap or leave an important gap. 
And what is accomplished is not 
always brought to the attention of 
a sufficiently broad public. This 
offers an Academy of Industry 
another opportunity for service.. 

Much progress could be made 
toward the advancement of eco- 
nomic planning, for instance, if we 
had somebody to gather and to dis- 
tribute the data already uncovered 
on the function of each group and 
each individual in an economic 
plan. The Academy could coor- 
dinate the scientific industrial 
studies of the various branches of 
industry into a real national plan 
for the future. Once separate goals 
were established by the subordinate 
groups within industry the Acad- 
emy would be the logical body to 
promulgate and publicize the goal 
for all industry which must be set 
if we are to have an Industrial 
Commonwealth. 

- Such organizations as the Brook- 
ings Institution, the National In- 
dustrial Conference Board, The 
Twentieth Century Fund need not 
surrender their individuality. Their 
work would be supplemented and 
possibly many of their ideas pub- 
licized and humanized by the 
Academy. 
Fe Ill 
- Millions of adults, on the one 


hand, fail today, through no fault . 


of their own, to understand clearly 
the economic interrelations of our 
society. On the other hand, count- 
less children are not being taught 
the primitive, basic fundamentals 
of industrial society, or being pre- 
pared to assert the industrial leader- 
ship that will be theirs tomorrow. 
It would therefore be the task of 
the Academy, cooperating with the 
schools and adult agencies of edu- 
cation, to make a concerted and 
continuous effort to enlighten the 
population on all phases of its gen- 
eral economic problems. 


The Academy can also aid in 
the development of institutions of 
learning which specialize in indus- 
trial problems or cooperate with 
those already established. In addi- 
tion to serving as a liaison between 
these various institutions, it can 
perform an invaluable service as a 
link between them and the indus- 
trial economy. At present, some of 
these bodies work in a rarefied in- 
tellectual atmosphere without suf- 
ficient attention to practicalities. 
The contributions of such groups 
could be brought down to earth. 
On the other hand, many of our 
present business colleges are no 
more than trade schools, which 
teach specific tasks without stress- 
ing the broader aspects of our 
economic society. The Academy 
can act as a welding agent in unit- 
ing these specific tasks with a 
general economic plan. 

Young men and women entering 
new fields of endeavor are either 
taught their specific job or, in rarer 
cases, are able to learn “the business 
from the ground up”, as the saying 
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goes. But they have no agency to 
turn to that will teach them the 
broader aspects of industry. ‘The 
Academy could fill this lack for 
them. 

A liaison organization is also 
needed to work in the field where 
government and industry encroach 
upon each other. At present, gov- 
ernments fail at times to be 
cognizant of the conditions and 
problems within industry, and in- 
dustry, in turn, fails to realize that 
it cannot work too much at cross- 
purposes with government. More 
and more in the last few decades, 
government functions have tended 
to overlap those of industry. The 
Academy of Industry could pro- 
perly establish clearly the limits 
and opportunities of both since the 
people ought to know where gov- 
ernment begins and business ends. 


The endorsement by the Acad- 
emy of any program or measure 
relating to economic or social wel- 
fare would be helpful in keeping 
the political government abreast of 
industrial developments. At pres- 
ent, some of the social welfare 
legislation presented to Congress 
is hastily and perhaps ineptly 
drawn, well-intentioned though it 
may be. If an Academy of Indus- 
try could establish itself as an 
impartial body, the government 
might refer various measures to it 
for advice and suggestions, especi- 
ally since it is not to be expected 
that the average run of Congress- 
men will be deep students of eco- 
nomic problems. The Supreme 
Court of the United States tests the 
judicial aspects of legislation. The 


Academy of Industry can test for » 
economic soundness and feasibility. . 


IV 


There is one other important : 
function that the Academy of In-- 
dustry could serve to advantage, , 
and that would be to provide re-- 
ward for merit inindustry. “Today ° 
the French Academy rewards merit : 
in literature, and the Legion of: 
Honor in France honors peace-time } 
service to the republic. In Great: 
Britain men who perform out-- 
standing services receive titles in! 
recognition of their good work, and! 
Russia today confers upon workers ; 
who have performed services for’ 
the state the Order of Lenin and! 
other distinctions. 

An Academy would work out a! 
basis for the awards of merit which} 
would recognize achievement and| 
encourage effort in industry, possi-- 
bly offering an award similar to the: 
present Nobel Prize for achieve-- 
ment in science, literature and the: 
realm of world peace. An award! 
by the Academy of Industry would, | 
if properly administered, attain) 
great distinction in the world, just’ 
as the Nobel Prizes have attained! 
distinction in their fields and the: 
Pulitzer prizes in theirs. We even 
have motion picture awards which: 
tend to raise the standards of pro- 
duction in that field. The practice 
of giving structural workers in the 
United States gold buttons for 
good work is but a beginning. 

Men’s interest in industrial ac- 
complishment and industrial peace 
is even greater than their interest 
in science, the arts and_ politica 


_ peace. 
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If the Academy were to 
reward unusual merit in every 
branch of the economic process, its 
ideals would be spread widely 
throughout the population instead 


of being limited to the few indi- 
_ viduals 


of outstanding achieve- 
ment. The Russians in their lim- 
ited way are making the most of 
this kind of effort. Industry there 
has made enormous progress due to 
the fact that they have recognized 


-and rewarded unusual production 


or technical skill or special contri- 
butions of ability to the economy. 
Stakhanofism, whatever its faults, 
by elevating its founder serves as 
an inspiration to the rest of his 
countrymen, among whom we 
number the lowliest workers. 
Similarly, the creators, thinkers 
and administrators of industry need 
in this country to be distinguished 
by marks of honor. Except for 
‘such specialized fields as science, 
the arts, war and personal heroism, 
there is no recognition in Amer- 
ica for merit today. Money has 
hitherto served as the reward for 
genius and talent in industry. But 
money does not confer sufficient 
distinction. It is found in the 
‘hands of the talented and the 


untalented, the deserving and the 
undeserving. As a mark of dis- 
tinction money has no _ intrinsic 
_ value. 


The man who is perform- 


ing distinguished service in Amer- 


‘ican industry is giving all of us 
the means to accomplish what all 


~ mankind has always striven for— 
_ economic security and cultural liv- 
“ing, and his distinctions and honor 
ry should be greater than they are. In 


ae 
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many instances, the deserving not 
only languish in obscurity but even 
fail to receive a monetary award 
appropriate to their services. And 
with the disappearance of our 
frontier civilization, the financial 
gleanings are much less rich than 
before in any case. 

We will cease in the future to 
measure a man’s success in indus- 
try by his financial return if we 
establish the proper agency for 
rewarding important philosophical 
and technical success in industry 
with spiritual recognition as well 
as financial return. ‘The history 
of this country has been too greatly 
characterized by the spirit of indis- 
criminate “grab” and lavish spend- 
ing. If our wealth has not pro- 
duced sufficient cultural results, 
this is because we have not estab- 
lished cultural standards. In indus- 
try a man’s bank account has too 
often been the criterion of his 
worth whereas his achievement 
should be the real indication of his 
value. But the era of prestige for 
the millionaire per se is over, and 
we must now emphasize more and 
more the prestige for services con- 
tributed to public betterment. 
When our society is organized for 
the public interest instead of being 
permitted to drift for private bene- 
fit, the man of industrial achieve- 
ment will receive the proper recog- 
nition in prestige. 


ME 


It is realized that an ambitious 
program for an Academy has been 
set forth in this paper, but unless 
we define our aims and strive to 
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find a way to effectuate them no 
progress can be made. In any case, 
it is clear that whatever obstacles 
might lie in its path, an Academy 
of Industry can be a valuable ad- 
junct to our economy. Should a 
planned society, an Industrial Com- 
monwealth, be established with the 
passage of time, an Academy could 
serve to keep it flexible in its opera- 
tions, since the new order cannot 
be rigid or static. 

The ingenuity of man has cre- 
ated a new situation to which 
humanity is attempting to adjust 
itself. It is true that today we 
are in an era of shifting values but 
we are on the way to achieve an 
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industrial civilization of the high- 
est type. The need is to see our 
problems clearly and to set up the 
proper administrative machinery 
for their practical solution as well 
as the proper educational machin- 
ery for continuous research into 
their manifold aspects. With the 
establishment of an Academy of 
Industry this country will take the 
first step essential to working out 
an economic democracy on a par 


with her achievement of political | 


democracy. ‘The hope and promise 
of the machine to free men eco- 
nomically will be helped along the 
way to fulfillment. 


Land Values and | 


By 
FREDERICK L. ACKERMAN 


'S§Q HEN the growth of com- 
os munities required little 
more than the provision 
of streets for horse-drawn 
vehicles, and some blocks and lots 
‘for houses and stores, it did not 
seem to matter very much how 
streets and blocks and lots were 
arranged. Nor did it matter, at 
first, how fast communities grew. 
But growth soon became a matter 
of interest and later of concern. 
For the prospect of growth could 
be capitalized, and financial busi- 
ness could cash in long before pre- 
dictions failed or came true. 
-_ Prevision outside the field of in- 
dividual needs was treated as little 
more than an abstraction. A seem- 
ingly unlimited supply of physical 
‘resources, an economy operating 
‘under the guidance of “natural 
laws,” and the belief that events 
‘moved right on through time to- 
ward a beneficent end—all this was 
‘so simple and certain that there 
seemed to be no sense in the idea 
of community planning and organ- 
ized prevision. Things were going 
very well, indeed. 

But business propositions, when 
‘set in motion, involve speculation. 
And speculation must needs have 
‘chips or counters with which to 
play. In the game of speculation 
based on expectations or urban 


growth, the chips were soon dis-" 
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covered: little rectangles of land 
100 feet by 20 were found to serve 
the purpose in an ideal way. 

“From Crossroads to Metropoli- 
tan Regions” would be a long story. 
But a genetic account would tell 
how the open - and - above - board 
techniques of horse trading devel- 
oped into the evolved strategies of 
land speculation; and how the ju- 
diciary, in deciding upon the con- 
stitutionality of these strategies, 
little by little inflated property 
rights into the far-flung rights of 
“absentee ownership” which cov- 
ered the right to exploit our physi- 
cal resources on a continental scale. 
During that period of population 
growth and the expansion of prop- 
erty rights, any effort beyond talk 
about planning and prevision in the 
interest of the local or the conti- 
nental community was a work of 
futility. For benefits to be derived 
by the community could not be put 
in the form of strictly business 
propositions. Quite early it was 
found that planning and prevision, 
beyond the frontiers of one’s per- 
sonal interests, set barriers in the 
way of exploitation. 

The building of our urban cen- 
ters has been under guidance of 
financial business: science has been 
used to implement exploitation. 
And so each succeeding generation 
of urbanites has inherited higher 
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degrees of congestion, less light and 
air and space for recreation—in a 
word, centers of more highly or- 
ganized discomfort. Light, air and 
area of urban communities have 
been exploited by the same tech- 
niques and legalized strategies that 
wasted our mineral resources, de- 
nuded our hills of their forests and 
stripped the top soil from our great 
plains. 

Working under guidance of the 
aims of speculation, seeking to capi- 
talize fantastic expectations and to 
exploit land, light and air, we 
have naturally clung to the chips 
so perfectly designed to serve the 
purpose of the game. We still 
continue to use them in the game 
of land-subdivision—which we call 
planning—through which we guide 
the expansion of our urban com- 
munities. 

And so we have ignored, in the 
procedures of urban expansions, the 
revolutionary changes which have 
taken place in the field of transpor- 
tation; we have likewise ignored 
the ever increasing magnitudes of 
structures which came as an after- 
thought following revolutionary 
changes in techniques of building. 
It is true, we have cut a few new 
traffic ways through areas of blight 
and decay into Suburbia; we have 
assembled at great cost larger par- 
cels of land; we have bridged and 
tunnelled in order to get in and 
out. But we have done nothing, 
by way of making fundamental 


changes in street pattern and block. 


sub-division, in recognition of these 
revolutionary changes. 


Had the automobile interests 
stuck to Maxim’s first auto, and 
we to the old dirt roads over which 
he first tried to run it, such an at- 
titude could have been pointed out 
as precedent in support of our char- 
acteristic attitude toward urban 
planning, and of what we have 
done and are still doing. Our 
urban centers are still in the 
Maxim-Auto-Dirt-Road phase of 
physical development. 

Now and then in some urban > 
structure one glimpses the possibili- 
ties of an urban future. ‘Tall 
structures reach up for light and 
air, giving promise; but they cast 
dark, mile-long shadows over areas 
of blight, decay and obsolescence 
which immediately surround them. 
In their snug settings of obsoles- | 
cence, these soaring examples of a. 
misdirected application of science 
are as incongruous as our wretched 
slums over which giant transport | 
planes and great, all-metal bombers | 
cast bird-like shadows in their swift | 
flight. . 

When silhouetted against the 
back-drop of scientific achievement | 
in fields too numerous to record 
here, our urban centers, still in the’ 
early stages of their building, vie 
with the ancient Pyramids of Egypt: 
for place as conspicuous examples 
of obsolescence in an ever changing 
world. But they are our ancient 
tombs in which we have embalmed 
our prejudices against bringing 
science to the aid of community 
prevision through planning. : 
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But what of our urban future? 
Cities cannot continue to grow 


at the rates of the past. 

The phase of exploitation of 

hysical areas—land, light and air 
is drawing to a close. 

How long will we tolerate street 
atterns which deny the gains al- 
eady achieved in the technology 
£ communication? How long— 
the street patterns and lots, the 
currency of land speculation which 
hamstring the science and tech- 
nology of building and our knowl- 
edge of design? How long—the 
obsolete building codes which throt- 
tle technological achievement and 
advance? 

The work of re-planning and 
the re-building is overdue—by some 
four decades—but how are we to 
begin? 

- For the moment, we must leave 
on one side that most important 
of all questions—the future distri- 
‘bution of population; it cannot be 
Haswered first. It is more to the 
point to deal with an obstacle 
which must be removed from the 
path of action if we are to make 
plans, and translate them into ac- 
‘tion, which will accommodate the 
functions of producing and con- 
suming within the frame of modern 
ways and means. 

- Planning is a matter of con- 
‘servation, prevision, utilization. 
These terms are not difficult to 
grasp; nor is it beyond our abilities 
‘to conceive of programs of action 
-with such ends in view. Action 


a 


“involves the adjustment of physical . 
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areas, with their resources, to ever- 
changing conditions of production 
and consumption. Nor is the 
meaning of such a statement at 
all obscure. But planning also in- 
volves the adjustment of our estab- 
lished institutions to the far-flung 
line of consequences which have 
followed in train upon the intro- 
duction of economic factors—tech- 
nological changes. “There’s the rub. 


Consider, for the moment, urban 
centers faced with the problem of 
re-planning and re-building to meet 
new conditions of living and con- 
ditions yet to come. It is not im- 
possible to define the nature of such 
physical changes as would better 
serve the interests of the commu- 
nity. At least something of a fairly 
definite nature can be set up in this 
field. But to translate the state- 
ment of needed physical changes 
into programs of action is another 
matter. 


Here we run head-on into the 
barrier of institutional make-be- 
lieve. To illustrate: Among the 
many items of fact and of data 
which we assemble preparatory to 
defining the problems of planning, 
there is invariably a map of differ- 
ential site valuations which include 
appraisals of land and of buildings. 
This map of pecuniary valuation 
forms an ever changing pattern, 
which pattern derives from the 


practices of speculation — playing 


with the chips—and the capitaliza- 
tion of expectations generated by 
wishful thinking, a frame of mind 
which is not on speaking terms with 
the theory of probabilities. 
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It may be stated without qualifi- 
cation that no proposal of planning 
which might conceivably disturb or 
disarrange an existing urban pat- 
tern of pecuniary valuation has the 
slightest chance of favorable con- 
sideration or adoption. Any agency 
entrusted (such an agency would 
be safe and sane) with the work 
of re-planning and projecting pro- 
grams of re-building would be in- 
hibited, by reason of these condi- 
tions, from proposing plans based 
upon the maintenance through time 
of simple and direct functional re- 
lationships. Not only that, but 
such agencies would not venture so 
far as to set up the criteria under 
which such plans might be ap- 
praised. 

It will be said, of course, that 
the present distribution of func- 
tions and the pattern of site valua- 
tion are coincidental—the outcome 
of the operation of a metaphysical 
pleasure - and - pain-calculus which 
whisks us over the Grand Central 
Parkway of Time into the best of 
all possible worlds. Be that as it 
may, a considerable study of the 
distribution of site valuation, in 
relation to physical conditions of 
urban areas and the relation of pro- 
ducing and consuming in a four 
dimensional world, leaves us with 
this explanation (Valuation, speak- 
ing with assurance) : “We're here, 
because we’re here, because we're 
here, because ate 


Ill 


In re-planning urban areas to ac- 
commodate newly developed ways 
and means, it might be assumed 
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that the new plan would be devel- 
oped with reference to the physical 
data given by the environment; 
that planners would seek to adjust 
the functions of work and recrea- 
tion to physical conditions, and] 
physical conditions to functional | 
relations. Actually nothing of the: 
kind happens: the planner works; 
with reference to pecuniary datai 
given by site valuation and the: 
expectations of pecuniary gains to? 
arise out of growth. His work is; 
to adjust the functions of living: 
to the existing pattern of pecuniary ' 
valuation. ‘The confusion in stat-- 
ing the aims of planning arises out: 
of the condition that the data must: 
now be drawn from two completely } 
independent universes—the pecu-- 
niary and the physical. It is no: 
wonder that the matter is con-. 
fusing. It is as if engineers, in. 
projecting traffic-ways across the 
continent, were required to use as 
data, in establishing directions, 
curves and gradients, a composite 
contour map (if you can imagine 
such a thing) of the Rocky Moun- 
tains and the Great Plains. 

This discussion does not issue 
from an academic or cloistered con- 
sideration of the matter: it is hot 
off the griddle of everyday expe- 
rience having to do with hard- 
boiled people in a_ sentimental 
world. Propose—in any urban cen- 
ter of the United States that in 
the plan of re-building, events are 
to be set in train looking toward 
such a re-distribution of opportuni- 
ties of employment and/or areas 
for residential use that we would 
be able to gain one-half, or any 
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other large fraction, of the time, 
distance and work now consumed 
in the waste of transportation. 
Propose—that we abandon the fur- 
ther sub-division of area into blocks 
and lots, ideal for purposes of spec- 
ulation and exploitation, and the 
development of a chaos of owner- 
ship and control, but so small as to 
prevent us, in practice, from apply- 
ing more than minimal doses of 
commonsense, and lesser doses of 
our techniques of design. Pro- 
pose—that, in our re-planning and 
re-building, we do away with half 
or more of our streets which serve 
no purpose but to retard the flow 
of traffic. Propose many other 
changes which would greatly re- 
duce the overhead of urban living 
—and what results? ‘The pro- 
posals do not get a respectful hear- 
ing before the official committees— 
no public hearing at all. Such 
proposals are—subversive? 

~ But why is this? Subversive of 
what? From the standpoint of 
‘functional relationship the propo- 
‘sals certainly look O. K. to the 
man on the street. The trouble is 
that the proposals do not conform, 
‘and they would be most disturbing 
to the pattern of make-believe— 
the pattern of site valuations. 
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Rising pecuniary appraisals of 
a decaying physical environment 
were generated by belief in utterly 
fantastic expectations of growth— 
I mean utterly fantastic. Assessed 
valuations were derived from pur- 
chases which in turn were based 
upon the same order of expecta- 
tions. The magnitude of urban 
funded debt but reflects such ap- 
praisals and assessed valuations. 
The same may be said of urban 
mortgaged debts and equities, called 
securities. (Aside, sotto voce: 
Equities are necessary if some de- 
gree of security is to adhere to bonds 
issued under cover of such fantas- 
tic expectations. ) 

Seemingly, in our urban cen- 
ters we have been raising the levees, 
with bags filled with debts based 
upon fantastic expectations of 
growth, to hold in check the flood 
of decay and obsolescence which 
rises with the flow of time; we 
might better have been engaged in 
dredging out the channel—that is 
to say, amortizing debt and extin- 
guishing capitalizations upon the 
decayed and obsolete. In the case 
of urban centers, that would be 
in the nature of planning! This 
thought may possibly have a 
broader application. 


GBULERD 


ot 
«a 4 rv “> 

Lew 

\ 


An Area Pend Use | Study 


Illustrated by Material from Fergus County, Montana 


By 


RAY B. HAIGHT AND JOHN DREIER 


HE STUDY of economic 

problems related to agri- 
culture and natural re- 
sources has in the past 
ea largely carried out on the basis 
of separate subjects. Experts ex- 
amined the soil, mapped the topog- 
raphy, described the types of farm- 
ing, estimated the kinds and 
amount of forest growth, or 
studied other specific aspects of 
land use. Recently it has become 
increasingly clear that in order to 
plan intelligently for the use of 
land resources in any given area, it 
is necessary to consider all problems 
as part of a whole and to focus the 
study upon the geographical and 
economic unity of the area itself 
rather than any one of the land 
problems to be dealt with. 

Because of the intimate relation- 
ship between the various aspects of 
land use and their effect upon hu- 
man living standards and economic 
welfare, it is impossible to plan any 
changes in the use of land without 
first understanding the relationship 
of both the problem and the pro- 
posed cure to the rest of the eco- 
nomic and physical aspects of an 
area. ‘To do this requires a high 
degree of integration and synthesis 
of many different factors. Because 


it deals with a readily understand. 
able physical and economic reality 
—a geographical area—this pro: 
cedure in studying and planning 
the use of land enables the planner 
to avoid many of the mistake 
which arise from a failure to recog 
nize certain relationships or factors 
that subsequently prove to be 
important. 

The process of examining lana 
use conditions, clarifying the basid 
problems to be met, and laying ou’ 
the course of action to be followea 
in improving conditions, can be 
illustrated by the work done in tha 
Montana land use study by tha 
Montana Agricultural Experimen’ 
Station and the land use planning 
section of the Resettlement Admin. 
istration cooperating. The materia. 
used in this article is all taken from 
an area in Fergus County, selectec 
because it gives one of the bes’ 
cross-sections of state-wide condi 
tions. Practically all types of land 
kinds of farming operations, anc 
physical and economic problems en 
countered in the Plains Area o 
Montana are found to some exten 
in this Fergus County area. 

People living in the area wer 
generally aware that they face 
serious adjustment problems befor 
any intensive study was initiated 
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Erosion was general and increas- 
ing; grass cover was becoming de- 
pleted to an extent which could not 
be charged entirely to climatic 
cycles. There was considerable 
abandonment of farm land and a 
reduction in the carrying capacity 
of range land. ‘Tax delinquency 
constituted an increasing worry to 
both operators and public officials, 
and tenancy was on the rise. Ope- 
rating units, most of which were 
originally 160 and 320 acre home- 
steads, had increased in size, and 
the amount of land over which no 
effective control was exercised had 
grown rapidly. Emergency assis- 
tance in the form of seed loans, 
drought purchase of livestock, feed 
loans and similar Governmental 
subsidy was increasingly necessary. 


II. 


~ No further evidence was neces- 
sary to show that the area selected 
was definitely in need of some eco- 
nomic rehabilitation, but much more 
information was needed before the 
actual problems could be intelli- 
gently measured and understood, 
and a sound basis established for 
future change. The development 
of such information proceeded 
about as follows: 

First, facts were assembled to 
‘show the present use of the land 
‘and the economic conditions which 
‘had resulted therefrom. Second, 
these facts were correlated in order 
to show the relative importance of 
factors responsible for the present 
distress. Finally, with these in- 
fluences established, it was possible 


to estimate adjustments which. 
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might be made to aid in correcting 
destructive processes and to setting 
up the basis of a stable agriculture 
and a desirable community life. 

It is interesting to note that 
much of the material used in this 
study was already available in sta- 
tistical form. What was necessary 
was to relate these facts to each 
other and to land conditions by co- 
ordination and analysis and repre- 
sentation on maps. In some in- 
stances supplementary information 
had to be assembled. In other in- 
stances the lack of facilities and time 
made it necessary to do without 
certain data which would have been 
extremely helpful, but which could 
somehow be estimated from sec- 
ondary sources. For example, there 
has been no mapping of farm 
abandonment. ‘This factor which 
was known from experience to 
exist, was confirmed to a certain 
extent by maps which showed rela- 
tively few farms in areas known to 
have been at one time more thickly 
settled. 

The maps and charts prepared 
from existing statistical material or 
newly assembled data may be 
grouped in three categories. First 
are those showing physical data: 
topography, land classification, 
availability of water, and erosion. 
Second are those showing the pres- 
ent economic use of land: size and 
type of units, tenure and debt, etc. 
Finally, there are several miscel- 
laneous factors including alterna- 
tive economic opportunities, avail- 
ability of markets, population char- 
acteristics, risk factors, community 
costs, etc, In all, 28 factors were 
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represented in map form; of these 
six of the more important may be 
described in order to show the type 
of material and its use. 

The first map shows topography 
as a factor in determining the com- 
munity pattern, location of roads, 
schools, water supplies, etc. It 
might be pointed out here that as 
a rule, this purely physical factor 
is of less importance than the eco- 
nomic and social factors which have 
arisen from the human use of the 
land. 

The land classification map of 
the Montana Experiment Station 
and the United States Bureau of 
Chemistry and Soils is an import- 
ant guide in determining the size 
of units and type of production 
possible from a purely. physical 
viewpoint. 

A third map of importance shows 
the present use of land in farms 
producing cash grain. It also indi- 
cates the present community pat- 
tern, and gives some idea of the 
process of abandonment within 
these farms. 

The ownership of the land in 
1934 is mapped according to four 
classifications: resident ownership 
indicates owners who reside within 
the State; absentee ownership, 
owners who reside outside the 
State; corporate ownership is ap- 
plied to corporate groups not 
actively engaged in agriculture, 
usually credit agencies; govern- 
mental ownership, includes Fed- 
eral, State or county. 

Another map shows the tax 
status of land. This factor must 
usually be coupled with land tenure 
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before it brings out significant | 
aspects of the problem. | 
All operating units within the 
area are Classified on a sixth map 
into three groups by gross income. 
Those in group one have an income 
of $1,000 or less; in group two, 
$1,000 to $2,000; and in group 
three, over $2,000 per unit. The 
type of operation is also indicated 
on this map, Type 1 includes those 
units deriving two-thirds or more> 
of their income from cash grain 
crops; Type 2 consists of units in 
which two-thirds or more of the 
income is derived from livestock; 
and Type 3 comprises combination 
cash grain and livestock units. 
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The need for assembling so wide 
a variety of data is due particularly 
to the fact that it is impossible to 
judge accurately beforehand the. 
relative importance of the several 
factors considered. Within even 
so small an area as that covered by 
this presentation, each factor 
studied may exert great influence 
over certain portions, and be in- 
consequential in others. 

Consider the factor of land own- 
ership. Correlation of the owner- 
ship pattern with the other data 
reveals that in those portions of the 


area having the more productive 


classes of crop and grazing land, 
ownership does not indicate the 
major changes necessary. On the 
contrary, the ownership pattern on 
lands of lower productivity, when 
related to other data, does give a 
definite indication of some of the 
basic adjustments that are required. 
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‘The same is true of a relatively less 
‘important factor such as the length 
‘of frost-free periods. In portions 
of the area where the dominant 
type of operation involves the pro- 
‘duction of hay and livestock, this 
frost-free period is of little conse- 
quence. It assumes far more sig- 
nificant proportions in localities 
‘which produce beans, corn, and 
garden crops. 

To attempt to describe ade- 
‘quately the process of correlating 
the many factors included in this 
study, would be like trying to out- 
line a process for putting together 
a jigsaw puzzle. In the case of 
this area study, however, there is 
the added complication that each 
time a new piece or factor is 
brought in, it changes the relative 
size and shape of every other piece. 

Take as an example the factor 
of tax delinquency. Frequently 
tax delinquency may be considered 
an indication of uneconomic use of 
land. In many cases, however, 
-upon correlation with other factors, 
a very different story is discovered. 
When correlating data as to owner- 
ship and type of operating unit with 
tax delinquency on certain tracts in 
central Montana, it will be noted 
‘that these delinquent lands are 
locally owned grazing units. Cer- 
‘tain paid up tracts in the near vicin- 
‘ity are more generally found to be 
abandoned or idle. ‘These findings 
indicate that the payment of taxes 
on these tracts bears little relation 
‘to the condition of the land; taxes 
have been paid with funds received 
from sources outside of the land 


‘itself, and have been paid in order . 
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to satisfy book-keeping require- 
ments or other purposes not related 
to the use or character of the land. 

By consulting additional data, 
it is found that the paid up tracts 
are suffering more severely from 
wind erosion, that there has been 
general depletion of the grass cover, 
and that they contain land largely 
in the lower classifications. Digging 
still further into available records, 
a complete story is finally uncov- 
ered giving an _ understandable 
background for this condition. 

Originally the lands around 
waterholes and along streams were 
taken up by large cattle outfits, 
which used the adjoining areas of 
public land as additional range. In 
1910 or thereabouts, a rapid settle- 
ment brought homesteaders into the 
area, and these took up the bench 
lands for grain farming purposes. 
The consequent restriction of free 
grazing opportunities for the cattle- 
men necessitated their assuming 
heavier costs in raising winter feed, 
and leasing or purchasing addi- 
tional range land. Gradually, 
these costs became unbearable, and 
the cattle operators found them- 
selves unable to meet their tax 
payments. 

At the same time the grain farms 
established by homesteaders also 
fared poorly. Farms were heavily 
mortgaged, and as_ conditions 
proved steadily unfavorable to 
crop farming, the land fell into the 
hands of the mortgage holders. 
Abandonment soon followed, leav- 
ing the lands to be used by the cat- 
tlemen for unrestricted, competi- 
tive grazing. A further destruc- 
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tion of the grass and erosion of the 
soil were the inevitable conse- 
quences. Yet all the time, because 
of outside influences, the taxes on 
these bench lands were paid up. 

The significant point of this 
illustration is not merely that tax 
delinquency data is sometimes mis- 
leading. It is the fact that no one- 
dimensional approach to the meas- 
urement of land problems can suc- 
ceed. Every possible factor must 
be examined in order to avoid sub- 
tle pitfalls of error. The trail of 
truth leads one around many 
unexpected corners. 


IV. 


Having thus arrived at a true 
conception of the conditions pre- 
vailing on these lands—conditions 
which eventually turned out to be 
far different from what first ap- 
pearances might have led one to 
believe—it became possible to plan 
the necessary adjustments which 
would restore a successful method 
of use to this badly stricken area. 
In some cases, this has been to en- 
courage the increased size of units 
with a view to making grain farm- 
ing possible. In other instances, 
the best use has appeared to de- 
mand the restoration of grazing on 
most of these tracts. ‘This decision 
also depends upon the further cor- 
relation of a number of factors, 
such as crop yields, meteorological 
data, economic conditions, the com- 
munity pattern, etc. 

It is clear that the process of 
complete correlation for the whole 
area and for all the factors in- 
volved therein is a long one. But 
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when it is complete, it provides as} 
sound a plan of adjustment as hu- - 
man knowledge will allow. Where : 
physical factors and present condi- - 
tions of use point to the desirability ° 
of continuing grain farming along; 
present lines, this has been indi-- 
cated on the final map showing the: 
probable best uses of land. In many ° 
cases the correlation of present use! 
data with the physical factors will | 
indicate the need for larger units; 
to allow for better crop rotation. 

Other portions of the area may’ 
show, as a result of correlation of: 
data, that physical conditions alone : 
do not definitely establish whether - 
the land should be used for graini 
farming or grazing. In such in-- 
stances it may be purely economic: 
factors which throw the decision) 
one way or the other. Here we see: 
the varying and unpredictable im-- 
portance of each influence, as was} 
pointed out above in the case of’ 
ownership pattern and _ frost- free 
period. 

On the basis of this correlatial| 
the following methods of improv-: 
ing land use for the area under’ 
study have been suggested: 


1. A reversion of land from) 
crops to permanent pasture, 
particularly in portions of the. 
area having land of lower 
classifications. 

2. Better use of water, through 
irrigation, prevention of run- 
off, and development of stor- 
age facilities. 


3; Increase i in the size of operall 
ing units, both in the case of 
cash grain and cattle units. 
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Larger pasture facilities are 
particularly necessary. 

. Encouragement of better 
farm practices, including ro- 
tation of tilled crops with 
grass, dam listing and contour 
furrowing, etc. 

5. Changes in the policies gov- 

_-_erning credit and taxation. 

6. Adjustment of farm debts. 


is 


A significant check upon the re- 
uults of this approach to the deter- 
ination of land problems and 
heir solution is given by a discus- 
ion of these proposed changes with 
ocal residents, the best of the 
armers and ranchers living in the 
trea. It has been found that the 
more intelligent among the oper- 
tors have shown a somewhat sur- 
rising aptitude for understanding 
he basis for this type of study, and 
he conclusions reached. Perhaps 
his is due to the fact that these 
men are used to considering numer- 
us factors in relation to a given 
iece of land, and have not, like so 
many specialists, confined their 
pbservation to a single aspect of 
heir land problems. 


aes 


| The unity of this study lies in the 
rea itself, and not in any one sub- 
ect matter. ‘The unity of land 
problems in the mind of a farmer 
Dr rancher is the land which he 
Ties to handle successfully year 
ifter year in the face of not one, 
ut all difficulties. Consequently, 


here seems to be a parallel ap- 


—— 
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proach, and it has been gratifying 
to note the high degree to which 
the specific proposals made as a 
result of this correlated survey 
have, after careful discussion of 
factual material, been agreed to by 
men on the land whose judgment 
was based on their own first hand 
experience. Many of these efh- 
cient operators used their first hand 
information and our statistical ma- 
terial in such a way that their own 
thinking was broadened, and stated 
that the facts presented gave them 
the answers to some of their own 
most perplexing problems. 

This procedure helps avoid tech- 
nicians’ errors which may arise 
from a lack of detailed understand- 
ing of the farmers’ problems. Fur- 
thermore, a good way to get local 
support for a program is to have 
local people help make the pro- 
gram. Local understanding and 
support are vital, and can be secured 
by having frequent meetings with 
the people in the area to discuss 
common problems. If technical in- 
formation properly presented can- 
not induce local operators to accept 
such a program, it is quite possible 
that for some reason the program 
is unsound. ‘This might be due 
to a lack of alternative opportunity, 
lack of understanding of local de- 
tail or of local possibilities, as well 
as local inertia. Since the purpose 
of this planning program is to se- 
cure effective improvement in land 
use, these human factors are of 
equal importance to the physical 
and economic. 
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ote, GreorcE D. H. Economic 
Planning. Pp. 403. New 
York, Alfred A. Knopf, 1935. 
This is a learned book, and an 
xtremely lucid book. Indeed, in 
its freedom from the pontifical, it 
is refreshing, and perhaps a little 
disconcerting. It is difficult to get 
used to a discussion of policies af- 
ecting vast aggregates of humans 
in what seems at times conversa- 
tional terms. Moreover, it would 
gain by condensation, and the 
elimination of what at times ap- 
pears to be trivial. On the other 
hand, it never errs on the side of 
ideology as against reality. The 
author has not only a lively intelli- 
gence, but that more priceless 
thing, imagination. He sees Amer- 
ican economy; he sees Russian, 
Italian, German and British econ- 
omy; these systems are not just so 
many parts to fit into a socialist 
jig-saw puzzle, but living organ- 
isms of organization played upon 
by complex forces, to be visualized 
first, and generalized over there- 
after. This book in method, man- 
ner and objective is a good correc- 
tive upon Strachey’s The Coming 
Struggle for Power, with its hard 
and fast a priori reasoning and 
cock-sure conclusions. Members 
of ESPA certainly should want to 
include it in their libraries. 
_ “An economic plan,” declares 
“Mr. Cole, “‘is, in essence a plan for 
securing a right distribution of the 
‘available resources of production.” 


“And again, he says, “The consum- - 


ers’ preparedness to buy is the ex- 
pression of their desires limited by 
their incomes. They possess each 
a limited total purchasing power.” 
.... It is the aim of a planned 
economy to expand the purchasing 
power so as to utilize the total pro- 
ductive capacity of a nation’s over- 
all plant. “Working on a basis of 
planned income structure, and with 
a fixed intention of keeping all the 
available resources of production 
regularly employed, the planning 
authority will be aware in advance 
what the total money purchasing 
power available for buying finished 
goods and services will be, and 
broadly how this total will be di- 
vided between incomes of different 
sizes.” The end of a planned 
economy is to distribute “enough 
income to buy at the planned prices 
all the consumers’ goods and ser- 
vices which can be produced with 
the available productive resources 
so as to leave adequate provision 
for the making of the requisite sup- 
ply of capital goods.” ‘The transi- 
tion from a planless to a planned 
order can, and should be effected 
by parliamentary action. A plan- 
ning authority should be set up, 
and control exercised by a prescient 
state. 

Mr. Cole pays particular atten- 
tion to affairs in the United States 
of America. He is privy to condi- 
tions here, and is aware that the 
policies of the New Deal arrived 
more by necessity than by plan. He 
pays undue attention to NRA, and 
no attention to the TVA and the 
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New Deal’s power policies. He 
fails too, it seems, to distinguish 
adequately between transition poli- 
cies and ultimate policies of the 
present Administration. But he is 
not one of those who despair of 
anything being accomplished under 
transition capitalism, as do many 
dogmatists in his camp; and his 
book is as significant to Americans 
as to Englishmen. 

He fails to distinguish sharply 
between control and plan. He 
speaks of monopoly as planned in- 
dustry. The coal industry for in- 
stance represents monopoly, but it 
is a planless industry; whereas the 
electric utility industry is both a 
monopoly and a planned industry. 
He adequately exposes the fact, 
however, that transition capitalism 
has much more planning than is 
admitted. He views fascism as 
a form of planning, whereas it 
would seem more accurate to 
view it as a control economy, un- 
planned in the sense of directing 
purchasing power to the desired 
end of utilizing full productive 
capacity. As the falling wages of 
Germany and Italy indicate, fas- 
cism has done nothing toward solv- 
ing the major problem proposed 
by planning. There must be re- 
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allocation of income toward thosé 
millions in the lower income brack: 
ets, who are really the purchaser¢ 
of consumers’ goods and services. 

One should be grateful to Mr 
Cole for the flexibility of his mine 
—his free-flowing mind—whick 
does not anywhere or at any time 
assert that a blueprint can do every- 
thing. He questions whether Rus3 
sia can teach the United States of 
America, and Great Britain muck 
about planning. And moreover 
“no planned economy can hope to 
produce in exactly the right pros 
portions the various things that 
consumers will want to buy. It is: 
necessary to keep the structure off 
production as unrigid as possible,” 
What he does is to lead economics 
out of the suffocating atmosphere 
of dead formalism, and revitalize 
It. 

He makes generalizations, buti 
they are not dead abstractions, re+ 
mote from the realities of the 
existing economic order. He clari- 
fies and enriches the literature of 
planning. His voice is clear, not 
strident. It is not unlikely that it 
will be joined by others as the wave 
of the new economics engulfs the 
old landmarks. 


M. H. Hepcgs. | 
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The National Economic and So- 
ial Planning Association has 
ormed a Textile Commission to 
nitiate an inquiry in an endeavor 
o answer the question: ‘““Why is 
he Textile Industry a Low Wage 
ndustry?” 

Leon Henderson is Chairman 
»f the Commission, which is com- 
nosed of: experts in the field of 
‘extiles. 


In addition, representa- 


Miscellany 


tive persons in the textile industries, 
the field of engineering manage- 
ment, and labor, are attending the 
meetings in an advisory capacity. 
The method used in the Commis- 
sion is borrowed from a cognate 
British planning organization PEP 
(Political and Economic Plan- 
ning). Evening meetings are being 
held at our headquarters. We are 
proceeding on the basis of a pooling 
of information and experience of 
members, supplemented by data 
gathered by ESPA on request. 
This is a medium of swift investi- 
gation, and one whose records will 
probably yield findings and infor- 
mation in which all persons can 
have confidence. 
UX, f&— 7& 


The World Textile Conference 
convenes in Washington on April 
2. It is the instrument of the 
International Labor Office and 
was formed at the instance of the 
International Labor Conference 
held in Geneva, Switzerland, in 
June, 1936. Dr. Lewis L. Lorwin, 
Chairman of the Board of Trustees 
of ESPA and Economic Adviser of 
the International Labor Office, 
headed the staff of that office which 
prepared a report on textiles which 
will be the basis of deliberations 
of the World Textile Conference. 
Marion H. Hedges, Secretary- 
Treasurer of FESPA, has been 
named Technical Adviser to the 
American labor delegates. Mr. 
Emil Rieve, President of the Amer- 


‘ican Federation of Hosiery Work- 


sla? 


ers, is the delegate for American 
labor. Mr. William Green, Presi- 
dent of the American Federation of 
Labor, is the American representa- 
tive of the Governing Body of the 
International Labor Conference. 
The World Textile Conference 
brings representatives of twenty 
nations, the principal textile pro- 
ducing countries of the world, to 
Washington. 
[BS [is 2 

The fourth Pacific Northwest 
Regional Planning Conference, 
under the auspices of the Pacific 
Northwest Regional Planning 
Commission, composed of represen- 
tatives of the state planning boards 
of Idaho, Montana, Oregon and 
Washington, will take place at 
Boise, Idaho, April 8, 9, and 10. 

The forty-first annual meeting 
of the American Academy of Po- 
litical and Social Science, on April 
16 and 17 in Philadelphia, will 
discuss the United States and 
World War, a subject of particu- 
lar interest to ESPA which has 
sponsored committees meeting fort- 
nightly for the past six months in 
New York and Washington in an 
effort to evolve a plan for preser- 
vation of American neutrality in 
the event of European war. 

The National Resources Com- 
mittee and the national organiza- 
tions concerned with planning are 
discussing arrangements for a joint 
conference on City, State and Na- 
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tional planning to be held Ju 
1-3, in Detroit. 

A section devoted to plannin 
will be included this year in th 
sessions of the Ninth Annual In 
stitute of Government, June 14 
18, at the University of Souther 
California, Los Angeles. 
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A re-statement of the objective 
of the National Economic and Sa 
cial Planning Association has bee 
printed in folder form under thi 
title “ESPA—Aims and Pun 
poses.” We shall be glad to pra 
vide copies to those of our member 
who desire them, and to those wht 
wish to introduce ESPA to ther 
friends. 


George B. Galloway, Field Rep 
resentative of ESPA, has publishe: 
a pamphlet entitled “America; 
Pamphlet Literature of Public At 
fairs,” a descriptive list of currem 
pamphlet series. It provides ir 
formation regarding _agencieé 
which publish pamphlet series, wit: 
data on authors, titles, nature c 
contents, size and price of the item 
issued. ‘The growth and complex 
ity of pamphlet literature have em 
phasized the need of such a guid 
for libraries and persons engage’ 
in educational work in the field c 
current events. Copies may be ok 
tained, at ten cents each, or lowe 
rates in quantities, by writing t 
this office. 
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Explanatory Note 


is one of the announced 
purposes of the National 
Z| Economic and Social 
“<4 Planning Association “‘to 
prepare special reports with re- 
gard to special areas of American 
life in which planning principles 
and techniques may be effectively 
applied.” Our method is to work 
through voluntary committees of 
persons experienced in the fields of 
investigation, and to secure from 
experts and other qualified or in- 
terested persons additional informa- 
tion to supplement the committees’ 


knowledge. 
When it was announced that the 
World (Tripartite Technical) 


Textile Conference was to be held 
in Washington beginning April 2, 
1937, ESPA felt that an inquiry 
into the reasons for the existing low 
standard of living among workers 
in the textile industry might yield 
valuable information. Mention of 
this belief to authorities concerned 
with the industry brought such im- 
mediate and stimulating response 
that it appeared that a real need for 
such an inquiry existed. Accord- 
ingly, a Committee was formed 
with funds granted for the purpose 
by the Carnegie Foundation, and 
the resources of this Association 
placed at its disposal. Members of 
the Committee were told that: 
“Our focus is not an attempt to 
lay our plans or programs for labor 
at the Conference, but rather by 
discussion and _ investigation to 
bring out the many factors bearing 


on labor conditions in textiles—s 
that labor’s representatives at th: 
Conference may have a full, co 
prehensive and realistic picture oi 
the situation.” 

Time remaining before the Co 
ference was short when the Co 
mittee began its operation. Thil 
meant, of course, that an undu: 
strain was placed upon the ability 
of the Chairman and the cooper 
ation of members. The necessity 
of holding nine lengthy evening 
sessions in a period of three weeks 
might well have discouraged tha 
hardiest. That these obstacles wert 
overcome is most encouraging to ul 
and a tribute to the Chairman ana 
personnel of the group. 

The Committee was fortunati 
in securing as Chairman Leon Heni 
derson, whose knowledge of tex 
tiles is broad and ability in the 
chair unquestioned. Members o! 
the Committee were: 

Elisabeth Christman, James Par 
ter Davis, William Dillingham 
Henry Ellenbasen: Francis J. Gor 
man, William Green, Marion H 
Hedges, Alfred Hoffman, Rutl 
Reticker, Emil Rieve, Boris Shish 
kin, Smith Simpson, George G 
Sommaripa, Merle D. Vincent 
James W. McNally, Secretary. 

‘Those who gave statements, 0 
submitted to questioning, or ap 
peared at Committee sessions as ob 
servers, were: 

Solomon Barkin, Nathan T 
Bartlett, Ethel Best, Marion Cos 
mey, William R. Curtis, Williar 
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Ad. England, G. C. Gamble, W. B. 
Torne, Robert E. Huse, Leifur 
Magnusson, Ruth Scandrett, Geo. 

“Taylor, Walter C. olor 

W. Zelomek. 

The purpose of the Committee’s 
nquiry was not an attempt to de- 
elop a plan for the textile industry 
n the United States, nor to make 
ecommendations for the conduct 
£ the industry. We wished only 
o learn the state of the industry, 
ends and developments which are 
sontinuing, and, in particular, why 
he textile eadustry is a low-wage 
ndustry. The members of the 
ommittee may have added to their 
ndividual accumulations of knowl- 


ate 


edge and experience; to others who 
may have need of it we present The 
Textile Industry in the United 
States of America. 


NATIONAL ECONOMIC AND 
SociaAL PLANNING ASSOCIATION. 


(This Report was published sep- 
arately, in different format, in a 
limited edition for the use of dele- 
gates to the World Textile Con- 
ference. As it appears in PLAN 
AcE it is identical except for Chap- 
ter IV; limitation of space makes 
it impossible to reproduce more 
than ten of the thirty-two tables 
in the original statistical appendix. ) 


Summary 


“I REVIEW of employment 
% ANS figures, value added by 

ye Wa manufacture, and simi- 
lar data for the past 
three decades indicates that the 
textile industry maintains a domi- 
nant position in American manu- 
facturing. An estimate of the 
distribution of workers by indus- 
try divisions for the present time 
is as follows: total number work- 
ers, 1,225,000: cotton textiles, 
470,000; knit goods (hosiery, un- 
derwear, and allied products), 
189,000; woolen and _ worsted, 
127,000; silk and rayon, 110,000; 
synthetic yarn, 50,000; throwing, 
50,000; carpets and rugs, 50,000; 
rayon and silk dyeing and printing, 
25,000; upholstery and drapery 
textiles, 10,000; and miscellaneous 
groups (textile bag, jute goods; 
lace; felt; oilcloth, velvet; plush, 
etc.), 144,000 workers. 


Wages: 


The average weekly wage for all 
textile workers in 1935 was $15.77 
and this increased in 1936 about 2 
per cent to $16.12. The average 
weekly wage for all manufacturing 
in 1936 was $22.75, that of textile 
workers being 29 per cent lower. 
Food prices during the period of 
1933 to 1936 advanced on an aver- 
age of 35 per cent for the country 
as a whole. The present picture 
indicates slowly rising costs of liv- 
ing, a movement which may be ac- 
celerated, due to rapid price rises in 
various other fields. 


Hours: 


During 1936, woolen and wor- 
sted employees averaged 36.2 ac- 
tual hours of work per week; silk 
and rayon, 36.2 hours; cotton, 37.4 
hours; and an average for all tex-: 
tile workers of 36.6 hours. Dur- 
ing the period of NRA, 40 hours 
was set aS a maximum and, al- 
though there were indications off 
departures after NRA _ invalida-- 
tion, strong evidence is not lacking: 
that large sections of the industry? 
regard this as a desirable standard. . 
Experience during this period of| 
code regulation indicates that tech-. 
nical requirements of the industry, 
do not condition to any great de-- 
gree the hours of employment. The 
working periods of employees in’ 
individual plants may be allocated 
by scheduling. During the NRA, 
a period of relatively low produc- 
tion, the flat maximum of the 40- 
hour week without seasonal toler- 
ance worked fairly well. It is ap- 
parent that any plan of industry 
regulation should include specific 
control of well defined hours and 
days of operation. 


Average Annual Earnings of 
Employees: 


On the basis of B. L. S. weekly 
earning figures and using a work- 
ing year of 52 full weeks, it can 
be estimated that the average 1936 
annual earning of the worker in 
woolen and worsteds was $928; in 
silk and rayon, $790; in cotton 
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manufacturing, $716; and in syn- 
thetic yarn, $1,057. In an indus- 
try as unbalanced as textiles and 
ubject to seasonality, needless to 
ay the above figures are too high, 
ince scattered data show that tex- 
tile workers do not work anywhere 
ear 52 full weeks per year. 


Social Aspects of the Industry: 


Many branches of the textile in- 
dustry have been traditionally 
nown as “family” industries. 
omen and, until very recent 
imes, children have constituted a 
arge proportion of the operative 
taff. Certain aspects of manufac- 
uring have been performed in 
omes. In certain areas of the 
ountry, labor has been subject to 
eliberate exploitation. During 
the introduction of the industrial 
economy in the South after the 
Civil War, labor was drawn from 
the tenant farmer group of the low- 
Jands and the mountaineer. Hence 
he mill village developed. T'ra- 
ditionally, the cotton mill workers 
have constituted a segregated group 
socially rejected. An awakening 
social point of view is leading to 
improvements of the mill town; 
education is becoming more uni- 
versal; the advent of the automo- 
bile, radio and motion picture have 
opened up new vistas to the mill 
worker; increasing liberal atti- 
tudes, as evinced by Southern col- 
leges and newspapers, openly cham- 
pion the rights of the cotton 
worker; and the NRA offered the 
opportunity for unionization. All 
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these factors serve to elevate the 
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social and economic plane of the 
textile worker. 

A maximum hour law for 
women has been enacted in all but 
five states. NRA minimum wage 
provisions advanced the scale of 
women’s wages considerably, since 
women constituted a large propor- 
tion of the lowest paid groups. At- 
tempts have been made to ban the 
employment of women and chil- 
dren on night shifts but were aban- 
doned. The minority of employers 
not agreeing were able to undersell 
and to fill orders more rapidly. 


Child Labor: 


The first cotton mill in the 
United States was opened in 1790 
in Rhode Island, the work staff 
consisting of nine children between 
7 and 12 years of age. Forty years 
later the first legal regulation at- 
tempted to provide children with 
some educational opportunity. In 
1900, approximately 18 per cent of 
the cotton mill workers of the 
United States were children under 
16 years of age. By 1920, the num- 
ber of children employed as cotton 
mill workers had been halved and 
the minimum age of workers had 
been raised to 14 in all but two 
states with certain exceptions. The 
period 1920-30 brought lessening 
opportunity for employment in 
mills for both children and adults. 
Through NRA textile code regu- 
lations in 1933, the cotton, silk, 
wool, rayon, and hosiery industries 
all fixed 16 years as the minimum 
age of employment and a basic 40- 
hour week applying to both minors 
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and adults. Despite invalidation 
of NRA, this experience influences 
present practice to a marked degree. 


Labor Exploitation: 


The “stretch out” or speeding 
up process began about 1924 and 
works hardships particularly upon 
the older worker and women; with 
the shortening of hours, increase of 
hourly rates, and quite wide adop- 
tion of two shifts, management has 
endeavored to gain profits by this 
process. Doubling up of machines, 
improved devices on old equip- 
ment, new processes with new di- 
visions of labor, extension of piece 
rates in place of time rates—all of 
these are devices adopted to in- 
crease the workers’ output. The 
textile industry will attain labor 
stabilization to the degree to which 
management and labor are willing 
to cooperate. In a study of three 
silk mills, it was found that six 
basic constructions covered 75 per 
cent of the total production. Ina 
similar study of cotton mills, 25 
basic constructions covered 85 per 
cent of the output. Standards of 
good management are conspicu- 
ously absent in the textile industry. 
Careful study of processes, cover- 
ing not only mechanical but social 
aspects, both management and 
labor being represented in the set- 
ting of standards, will unquestion- 
ably raise both the social and eco- 
nomic planes of the textile industry. 


Textile Distribution: 


The system of distribution of 
textiles is one of the most confused 
and complicated in American in- 
dustry. The ultimate consumer of 
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textiles pays an amount for distri- 
bution out of proportion to manu- 
facturing costs, because of waste? 
and lost motion. For the most 
part the mills have lost control of 
the distribution of their products. J 
Very frequently the control of mill 
policies rests in the hands of dis- 
tributive agents: financiers, selling 
agents, commission merchants, and| 
factors. Naturally the interests off 
the controlling distributor are not: 
infrequently dissimilar to those of! 
the producer. The producers have: 
been forced to carry large inven-- 
tories, rather than the distributors, , 
and in times of serious falling: 
prices, the producers have borne: 
the brunt. 


Prices in the Textile Industry: 

Excepting rayon yarn, the price: 
structure in textiles may be charac-. 
terized as flexible and uncontrolled. . 
The cost of raw materials is the: 
predominant component of price: 
and, while certain segments of the. 
industry show evidences of price 
control, the wide fluctuations in 
raw material costs are reflected in. 
the later stages of fabrication. La- 
bor costs generally amount to about 
one-fourth of the selling price. 
Overhead cost is a significant vari- 
able, chiefly due to the presence of 
considerable idle machinery in the 
industry. This excess capacity dur- 
ing times of advancing production 
is brought into operation, thus 
meeting demand and stopping price 
rises, 


Excess Capacity and Obsolescence: 
The potential capacity in the 
men’s seamless hose industry is 


bout 71,914,000 dozen pairs, al- 
hough the yearly demand is about 
0,000,000 dozen pairs. With cur- 
ent production of woven cotton 
oods making record highs, 2,500,- 
00 spindles were idle in February, 
1937, of which only about 500,000 
ould be revitalized. In this field 
ew installations are chiefly re- 
lacements and represent techno- 
logical advancement. It is esti- 
mated that barely 12 per cent of 
he spindles of the existing woven 
otton goods industry represent in- 
stallations of the past 10 years. 
With estimates of obsolete equip- 
ment in the industry aggregating 
as high as 50 per cent, machine 
manufacturers have accentuated 
the problem by concentrating on 
the development and manufacture 
of attachments to old machines 
for purposes of modernization. 
Rapid changes in styles intro- 
duce new machines, particularly 
in the field of specialties; very 
frequently obsolete equipment is 
put back on the operating line 
in response to a demand for some 
product. 

_ Accounting practices with re- 
spect to reserves for depreciation 
and obsolescence are highly un- 
standardized and in many cases 
such accounts have been used for 
other purposes. The expense of 
plants operating and producing 
saleable goods, with machinery 
written off years ago, should af- 
ford a competitive advantage in 
depressing prices. Many plants 
have disposed of their old equip- 
‘ment at the rate of 10 to 12 cents 
on the dollar. 
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Industry Earnings: 


The textile industry developed 
in New England in early colonial 
days, due to cheap water power and 
the availability of immigrant 
trained labor. The agricultural 
regime of the South was destroyed 
by the Civil War with the freeing 
of slaves and an era of industrial 
development began. When the 
textile industry discovered that cer- 
tain types of goods could be pro- 
duced more cheaply in the South, 
a migration both of mills and capi- 
tal started Southward. The South- 
ern mills possess certain advantages 
of modernity, while many of the 
Northern textile plants suffer from 
a too conservative trusteeship, in- 
effective management, and a heavy 
burden of obsolete equipment. 

At the present time, hourly earn- 
ings in textile manufacturing are 
higher than in 1929, labor costs per 
unit are higher and the manufac- 
turer is receiving a lower price. 
Actual weekly earnings of the 
worker are smaller than in 1929. 
The manufacturer has been as- 
sisted by low raw material and the 
worker by the fact that the cost of 
living has advanced less rapidly 
than labor income. In _ recent 
months, however, prices of raw 
materials are advancing rapidly, 
with a consequent readjustment of 
prices all along the scale of semi- 
fabrication and finishing. Eco- 
nomic stability requires either a 
maintenance or lowering of the 
price level, rather than the con- 
tinuing increase in price levels. 


With the higher prices of the 


last part of 1936, and increas- 
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ing production, the year 1937 will 
possibly be one of outstanding 
profits unless controls are estab- 
lished for purposes of stabilization. 

Whereas in 1935 the Riverside 
and Dan River Corporation, of 
Danville, Virginia, one of the larg- 
est cotton textile mills in the world, 
made a profit of $178,942, in 1936 
it made profits of $1,279,066. The 
Pacific Mills, reporting a loss of 
$457,000 in 1935, made a net 
profit of $956,000 in 1936. In the 
woolen and worsted industry (spin- 
ning and weaving combined) the 
rate of return on investment for the 
first six months of 1936 was 4.75 
per cent. Illustrations of this re- 
cent increase in profits are numer- 
ous. In the meantime, unbalancing 
of the economic system increases. 
Equilibrium will be attained by 
securing a fairer balance between 
prices, wages, and returns on in- 
vestment. 

Through its textile industry, 
the United States is brought into 
closer economic relations with other 
nations by its sale and purchase 
of textile raw material. The United 
States received from other coun- 
tries textile fibres and manufac- 
tures in 1936 amounting to ap- 
proximately $386,895,000 (16 per 
cent of all imports). Textile ex- 
ports valued at $436,824,000 con- 
stituted 18 per cent of the total 
export trade of this country. 
Through this participation in the 
textile markets of the world, the 
social and economic welfare of the 
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United States is closely bound to 
that of other countries. Raw ma-} 
terials of the industry are drawn 
from the world and the semi-fin- . 
ished and finished products have a. 
world market. ‘The price struc-» 
ture of its materials and products 
through sharply increasing com-} 
petitive practices are formed in a. 
world market. On an interna-> 
tional basis, the textile industry is) 
experiencing great_ structural 
changes. Old textile centers are) 
being superseded by new produc- > 
tion areas; radical shifts are occur- » 
ring in import and export trade} 
practices; older materials and fab- 
rics are meeting severe competition | 
on rayon and synthetic threads; 
and governments have adopted 
social and economic policies) 
friendly to the expansion of their 
domestic textile producers. Restric- | 
tive tariff policies, trade agree-| 
ments, currency devaluation, excess 
capacity reduction, introduction of 
modern machines and _ scientific 
management, exploitation of labor, 
constitute the basic weapons used 
in the struggle for textile market 
supremacy. The lack of balance 
now existing in world textile mar- 
kets may be corrected through co- 
operative action on a universal 
scale; the inequalities of standards 
of lane among world people may 
be removed only by recognition of 
the principle of inter- -dependency. 
Collective international action 


alone can weave a pattern of 
harmony. 
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International Aspects of the Textile Industry 


m) the textile industry are 
64 difterentiated on the 
basis of: (1) nature of 
raw materials; (2) nature of the 
industrial organizations of the 
manufacturing processes; (3) the 
nature of the products, semi-fin- 
ished or fully manufactured; and 
(4) the unequal sensitivity of the 
several textile trades to general 
conditions. | However, especially 
for purposes of securing interna- 
tional action, the textile industry 
should be regarded as a unified en- 
tity. The fibres minister to sub- 
stantially the same needs and to a 
large extent are interchangeable. 
The manufacturing processes, ex- 
cepting the chemical processes of 
rayon, are quite similar. Machin- 
ery used is largely interchangeable. 
Similar labor forces are employed 
by different branches of the indus- 
try. Finally the different textile 
fibres, subject to price and style 
limitations, are directly competitive 
with each other, as well as being 
‘complementary. 
_ The textile industry is in process 
of continuous change and produc- 
tive capacity has shifted from older 
to newer centers and new countries 
have risen to dominant positions in 
world markets at the expense of 
older exporting countries. 
- The chief factors responsible for 
these shifts are: (1) national pro- 
‘srams of industrialization; (2) 
‘currency devaluation; (3) policies 
of economic nationalism; (4) dif- 
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ferential labor costs; and (5) tech- 
nological advances. 

Normal statutory hours of work 
vary considerably in different coun- 
tries, as do also practices with re- 
spect to weekly rest, overtime pro- 
visions, number of holidays with 
pay attached, regulations concern- 
ing the welfare of women workers, 
and similar personnel policies. 

In a number of countries, dis- 
tressed areas have developed and 
these are characterized by unem- 
ployment, lowered standards of 
living and irregular earnings. How- 
ever, some of the newer developing 
areas also show low wages, long 
hours, and undue employment of 
women and young persons. ‘The 
struggle for supremacy in the tex- 
tile industry threatens labor stand- 
ards the world over. 

To counteract this, curtailment 
of productive capacity has been pro- 
posed. However, consumption of 
textiles in various parts of the 
world is still below a reasonable 
minimum and much below what 
some workers already consume in 
some countries. As incomes ex- 
pand, the purchase of textiles for 
personal and household use in- 
creases. 

The improvement of labor stand- 
ards in the textile industry on a 
national scale is dependent on the 
extent to which individual coun- 
tries recognize their interdepend- 
ency with respect to social and eco- 


~ nomic policies. 


Economic Irends 


iN reviewing past cyclical 
ol 4 | trends of business, a study 
eM of 20 cycles indicates that 
“l the average recession has 
taken 22 months and recovery 
25 months. The upswing has been 
approximately 14 per cent longer 
than the down-turn. The ampli- 
tude of the recovery period appears 
to be chiefly determined by the 
length of the recession. 

The recent down-turn lasted 45 
weeks and the country at present is 
in the forty-ninth week of recov- 
ery, the longest recovery period on 
record. 

A major contributory cause of 
the recent depression was the deficit 
in purchasing power. During the 
period 1899 to 1914, a working 
balance appears to have existed be- 
tween consumers, wage earners and 
property claimants. The period 
1914 to 1929 witnessed disturb- 
ances of these relationships: very 
few gains went to the consumer; 
wage earners profited somewhat; 
but owners of the industrial mech- 
anisms had the decided advantage. 
From 1922 to 1929, technological 
efficiency in manufacturing indus- 
tries increased about 30 per cent; 
wage earners made a gain of about 
8 per cent; labor costs of manu- 
facturing decreased 14 per cent; 
production increased 37 per cent; 
and profit expanded 85 per cent. 
Part of these profits were used in 
speculation in stocks and commodi- 
ties and part went to an unbalanced 
increase of production equipment. 


Concentration of ownership per- 
mitted a control over prices with 
its resultant drawing off of profits. 
During the 1920’s a smoothly func- 
tioning competitive system would 
have brought a lower price level 
but price rigidity prevailed. 

The greatest rigidity in price oc- 
curred in industries having the 
greatest amount of disemployment. 
These rigidities occurred almost en- 
tirely in industries where five or | 
less firms controlled 60 per cent or 
more of production. Ninety-one 
leading industrial firms had more 
cash and liquid assets at the end of _ 
1932 than they had at the end of 
1928. 

By the end of 1934, equilibrium | 
was fairly well restored. The re- | 
covery has been substantial, due to 
repair made to purchasing power 
of the lowest economic groups | 
(farmers, people on relief, and 
those securing employment during 
the NRA period). During the pe- | 
riod February 1935 until October | 
1936, the price level changed but 
little and profits made an unusual | 
recovery. During the last quarter 
of 1936, profits of leading corpo- 
rations were larger than those for 
the last quarter of 1929; also, 10 
out of 33 groups of industries stud- 
ied by the National City Bank of 
New York showed profits in 1936 
higher than those made in 1929. 

These profits were made in a 
year in which the national income 
had dropped from 80 billion to 60 
billion dollars and with a level of 
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usiness activity over 10 per cent 
ess than the 1929 rate of activity. 

Since October 1936 there has 

een an abrupt price rise (B. L. S. 
ndex 80 to 87) of seven points. 
gain the increases occur in indus- 
ries in which control is concen- 
rated. Copper a few months ago 
as a sick industry. After the 
reezing of this metal during the 
NRA period, the American pro- 
ucers reestablished the world car- 
tel with a mutual agreement of 
roduction restriction. ‘This pro- 
edure started the flow of divi- 
dends. More recently the demand 
for copper as a war metal is caus- 
ing its price to approach the 18- 
cent level, an extremely high profit 
stage. 
Economic stability requires either 
a maintenance or a lowering of the 
price level, rather than the recent 
and continuing alarming price level 
increase. Technology has assisted 
in producing a break even line at 
lower percentages of utilized ca- 
ipacity than has ever been attained. 
Coupling this with increased price 
levels should aid in establishing 
1937 as a year of outstanding prof- 
its, particularly for large estab- 
lishments. 

_The assertion has been made re- 
cently that the conception of con- 
trol through monetary devices 
would have to be abandoned unless 
non-monetary factors were also 
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utilized in obtaining a working 
balance. ‘Three policies are con- 
sidered advisable: (1) There is a 
series of ‘things not to be done,” 
e. g., engaging in a huge armament 


‘plan, which would further inflate 


the demand for steel; again, the 
agricultural proposals for control 
should be looked upon only as 
emergency measures and not as 
immediate restrictives; (2) a se- 
ries of governmental powers can 
be utilized, such as tariff, powers 
of taxation, and the various anti- 
trust acts; and (3) the government 
may fortify consumer purchasing 
power. Farm income, relief in- 
come and wage income constitute 
the chief areas where assistance is 
required. New legislation is re- 
quired in some form of minimum 
wage and maximum hour regula- 
tions. Collective bargaining mech- 
anisms should be increased and 
strengthened. The present position 
of the textile industry may be at- 
tributed to the stimulation of con- 
sumer purchasing power but it must 
be maintained. Credit must be con- 
trolled through monetary mecha- 
nisms. Vicious monopolies require 
curbing. There must be a consid- 
erable drawing off from income 
classes at the top with its redistri- 
bution at the lower end. ‘The 
problem of the future involves se- 
curing lower prices, better wages, 
and fair returns for capital invested. 
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Textiles as a Low Wage Industry 


WHE textile industry is in- 
AM variably classed as a low- 
wage industry. There 
are certain obvious rea- 
sons for this. Equipment is old 
and thus places a burden on pro- 
duction costs. About 50 per cent 
of spindles are 25 years old or more 
and nearly 50 per cent of looms are 
20 years old or more. Productive 
inefficiency reflects itself in high 
cost which in turn is expressed in 
prices too high to stimulate market 
demand and hence is a restraint on 
ability to increase wages. 

The general picture of the in- 
dustry is characterized by individ- 
uality. There are examples of well 
equipped and well laid out plants, 
scientific management and all inte- 
grated in a smooth working plan 
from the spinning process to fin- 
ished goods (even including the 
marketing process). In the ma- 
chine end alone there have been 
technological advances permitting 
50 to 150 per cent increases in 
poundage production per time unit 
employed. A large percentage of 
such efficient plants are operating 
quite profitably and are able to in- 
crease the standard of living of 
their workers by means of substan- 
tial wage increases. However, 
management is not always willing 
to pay higher wages than its com- 
petitors and hence inefficient plant 
management policy dominates the 
fixing of wage and working con- 
ditions. 


The Dun and Bradstreet data 


on failures have been studied and! 
the conclusion is inescapable that: 
age of equipment is causal in many” 
of the textile industry failures. 
Excess capacity in the industry is; 
chiefly equipment, idle because of’ 
its relative inefficiency. However, , 
some of this idleness is due to the! 
rapid shifting in demands for’ 
special styles and types of fabric: 
which utilize special machinery. 
The equipment policy of the in- | 
dustry in the past exhibits little’ 
planning. Also the policies and 
practices respecting the use of re-) 
serves for depreciation and obsoles- 
cence are subject to question. 
Improvement of equipment can 
come to many units only if they 
receive financial aid. The govern- 
ment through direct R. F. C. loans 
would be justified in assisting the 
industry. 
The marketing system in the tex- 
tile industry is needlessly costly, al- 
though a few concerns have made 
noticeable advances. Foreign trade 
would be difficult to recover but 
there is possibly far greater ex- 
pansion within domestic markets. 
Such an enterprise, however, neces- 
sitates cooperative action and a 
total realization of the interdepen- 
dency, not only of units within the 
textile industry but of all indus- 
tries. “There will be limited de- 
mands for textile products until the 
ultimate consumers’ purchasing 
power stabilizes at higher levels. 
A great share of the total income 
must be redistributed and a larger 


hare placed in the hands of people 
ho spend it for every-day life 
onsumers’ goods. 

_It is conceived that public or gov- 
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ernmental sponsorship of a scientif- 
ically outlined policy would not be 
welcomed by industry unless ac- 
companied by needed assistance. 


The American Textile Industry 


“ total of 41 million spin- 
yeu) dles in cotton and some 
other branches, seven 
states had 30 million spindles, or 
73.4 per cent of the total in the 
United States. Of this total 18 
million (approximately 44.6 per 
cent of the total spindles) were 
found in four Southern states. The 
remainder of the 30 million were 
to be found in two New England 
states and one in the Middle At- 
lantic region. 

Out of a total of 811,890 looms 
in the country these same seven 
states accounted for a total of 609,- 
871, or 75 per cent of the total. 
Forty-one per cent of the total will 
be found in the same four South- 
ern states. 

In 1933 there was a figure given 
of 806,692 workers employed in 
textiles. This includes the major 
industries, such as cotton, knit 
goods, woolen and worsted, rayon 
synthetic yarn, throwing, carpet 
and rug, rayon silk, upholstery and 
drapery and silk textiles. 

From the standpoint of the num- 
ber of looms, Massachusetts is still 
first with 164,185 looms; South 
Carolina second with 137,638, 
North Carolina third with 95,256, 
Georgia fourth, Pennsylvania fifth, 
Rhode Island sixth and Alabama 
seventh, with 65,116, 64,146, 55,- 
049 and 28,841, respectively. 

The textile workers were con- 
centrated in 1933 in the following 
states: North Carolina first with 


127,000, approximately; Massa-- 
chusetts second with 102,000,, 
Pennsylvania with 119,000, South: 
Carolina with 76,000, Georgia: 
with 64,000, Rhode Island with; 
45,000 and Alabama with 33,000. . 
These figures are for all textiles: 
combined, but excluding knit goods: 
and synthetic yarn. 

Cotton :—Out of a total of 24,-- 
664,428 active cotton spindles ini 
1936, approximately 20,000,000, or- 
81.7 per cent, will be found in six: 
states, namely, North Carolina,, 
Massachusetts, South Carolina,, 
Georgia, Alabama and Rhode Is-- 
land; 16,000,000 are in the four’ 
Southern states. This is 65.4 per’ 
cent of the total number of spindles: 
in the United States. 

Of the total of 6,351,000 bales: 
of cotton consumed by mills in: 
1936, approximately 5,000,000! 
(84.2 per cent) were accounted for’ 
by the six above-mentioned states. 
Likewise 65.3 per cent of the total’ 
number of cotton textile workers: 
employed i in 1933 were to be found 
in the four Southern states. 

There can be little question but 
that the cotton textile industry is 
almost wholly a Southern industry. 
Massachusetts is the only Northern 
state with any significant number 
of spindles, looms, or cotton textile 
workers. 

Of 1,057 cotton establishiieee 
listed in the census of manufactur- 
ers in 1933, 634 or 59.9 per cent 
were to be fouaah in the four lea 
ing Southern cotton textile states, 


: 


with North and South Carolina 
first. 

Woolen and W orsted:—There 
are four principal woolen and wor- 
sted manufacturing states. Of 
hese, three are to be found in New 
England and one in the Middle 
Atlantic region. Just as completely 
as cotton textiles is a Southern in- 
dustry, so woolen and worsted is a 
Northern industry—particularly a 
New England industry. 

~ In the order of the concentration 
of the industry the following are 
the principal woolen and worsted 
states: (1) Massachusetts, with 
32.4 per cent of the total number 
of spindles, 31.3 per cent of the to- 
tal number of looms and 31.2 per 
cent of the total number of work- 
ers; (2) Rhode Island with 17.1 
per cent of the spindles, 10.4 per 
cent of the looms and 17.1 per 
of the workers; (3) Maine comes 
next with 6.4 per cent of the spin- 
dles, 5.9 per cent of the looms and 
6.5 per cent of the workers; and 
(4) New Jersey with 5.8 per cent 
of the spindles, 5.5 per cent of the 
looms and 6.6 per cent of the 
workers. 

Silk and Rayon:—The silk and 
rayon industry, exclusive of rayon 
and synthetic yarn, is also to be 
found primarily in five states. This 
industry, however, is concentrated 
largely in the Middle Atlantic 
area. The principal silk and rayon 
states are: (1) Pennsylvania with 
64.3 per cent of the total number 
‘of spindles, 34.9 per cent of the 
looms and 44.5 per cent of the 
workers: (2) New Jersey comes 


a 
Yat 


REPORT OF THE TEXTILE COMMITTEE 


next with 8.6 per cent of the spin- . 


7, 


dles, 21.8 per cent of the looms and 
24.7 per cent of the workers; (3) 
Massachusetts comes next with 3.1 
per cent of the spindles, 7.7 per 
cent of the looms and 8.6 per cent 
of the workers; (4) North Caro- 
lina with 2.4 per cent of the spin- 
dles, 7.6 per cent of the looms and 
8.5 per cent of the workers; and 
(5) Rhode Island comes last with 
1.5 per cent of the spindles, 7.7 per 
cent of the looms and 8.3 per cent 
of the workers. 


Knit Goods :—In knit goods (in- 
cluding hosiery, underwear and 
allied products) in the Middle At- 
lantic region and in two Southern 
states the distribution of the indus- 
try is as follows: (1) Pennsylvania 
has 21.5 per cent of the machines 
and 27.7 per cent of the workers; 
(2) North Carolina has 17.8 per 
cent of the machines and 15 per 
cent of the workers; (3) New 
York has 10.5 per cent of the ma- 
chines and [2 per cent of the work- 
ers; (4) Tennessee has 9.9 per 
cent of the machines and 9.4 per 
cent of the workers; (5) Wiscon- 
sin has 5.5 per cent of the machines 
and 4.2 per cent of the workers; 
and (6) Massachusetts comes last 
with 3 per cent of the total number 
of machines and 4 per cent of 
workers. 


Synthetic Yarn:—The synthetic 
yarn industry is scattered in six 
states, all of them Southern states, 
with the exception of Pennsylvania. 
This, like cotton textiles, can be 
called a Southern industry. 


Of a total of 233,400,000 pounds 
produced in 1933, 70 per cent of 
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it was produced in seven South- 
ern states. 

The leading synthetic yarn pro- 
ducing states are: (1) Tennessee, 
producing 52 million pounds in 
1933; (2) Virginia, producing 
49,500,000 in the same year; (3) 
Pennsylvania, producing 40,000,- 
000 in the same year; (4) Mary- 
land, producing 22,000,000; (5) 
North Carolina, producing 15,- 
000,000 and also West Virginia. 

Attached to this industry are 
some 50,000 workers, but there is 
no breakdown in the distribution 
of the workers. The plants, com- 
paratively few in number, are very 
large, however, and the fourth 
largest company, from the stand- 
point of total output in 1933, em- 
ploys 9,000 workers. ‘This is the 
Celanese Corporation in Cumber- 


land, Maryland. 


Textile Earnings*: —In the 
woolen and worsted industry (spin- 
ning and weaving combined) the 
rate of return on investment in the 
first half of 1936 was 4.74 per cent. 
On an annual basis this amounts to 
9.48 per cent. 

Over a period of the last four 
years the following remarkable re- 
covery was made in woolen and 
worsted profits: annual rate of re- 
turn on textile investment in spin- 
ning and weaving in 1933 was 7.40 
per cent (this year was considered 
a boom year) ; in 1934, there was 
a 1.96 per cent loss (this year in- 
cluded the general textile strike) ; 
in 1935, 7.68 per cent; and in 
1936, 9.48 per cent. 


*See also page 144. 
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The costs per one dollar of sales 
were 24.5 per cent for weaving 
companies, 15.4 cents for spinning 
companies, or an average of 19.6 
cents labor costs. 

The report shows a decrease 
from 1935 to 1936. In 1935 the 
average labor cost for spinning and! 
weaving companies was 26.5 cents 
per $1,000 sales, and in the first 
six months of 1936, 24 cents. 

On the other hand, average net: 
sales per thousand in spinning and} 
weaving rose from $1,641,419 inp 
1933 to $1,154,319 for the firstt 
half of 1936 alone. 

Average net sales from 1933 tot 
1936 were as follows: 1933, $1,- 
641,419; 1934, $1,710,679; 1935,, 
$2,239,527, and in 1936, for the 
first six months, $1,154,319. 

In 1935 the American Wooleni 
Company, the largest single unit ini 
that industry, made a profit of al- 
most $2,750,000. In 1936 it made 
a profit of almost $2,000,000. The 
decline was said to be due to flood! 
losses and the replacement of equip- 
ment. The Pacific Mills reported! 
a loss of $457,000 in 1935, but a 
net profit of $956,000 in 1936. 
The Cleveland Worsted made a 
profit of $92,000 in 1935, which it 
increased to $139,968 in 1936. 

In carpets, Bigelow & Sanford 
made a profit of $416,260.35 in 
1935 and $1,672,447 in 1936. 

The Mohawk Carpet Company. 
another of the Big Three, made a 
net profit of $633,189 in 1935 and 
$1,261,505 in 1936. 

In cotton textiles the Riverside 
& Dan River Corporation, Dan 
ville, Virginia, one of the larges' 


; 


cotton textile mills in the world, 
made a profit of only $178,942 in 
1935, and increased this to $1,279,- 
066 in 1936. 


The Naumkeag Steam Cotton 
Company, Salem, Massachusetts, 
reported a loss of $1,136,323 in 
1935 and a net profit of $434,854 
in 1936. 


Corton TEXTILES 


~ Combined spinning and weaving 
companies in cotton textiles en- 
joyed an average rate of return of 
2.41 per cent on textile investment 
in the first half of 1936. This was 
4 82 per cent on the annual basis. 
The 1936 figures represent a re- 
markable recovery in cotton tex- 
tiles, as can readily be seen by an 
examination of figures for 1933 to 


1936. 


ComMBINED SPINNING AND 
WEAVING 


~ 1933: 6.25 per cent (Annual 
average rate of return on textile 
investment ). 

1934: 1.45 per cent (Includes 
the 1934 general strike period). 
1935: .65 per cent (Loss). 
1936: 4.82 per cent (Based on 
2.41 per cent for first six months). 


Weavine ALONE 


- 1933: 7.05 per cent. 

_ 1934: .60 per cent. 

- 1935: 1.29 per cent. 

1936: 3.48 per cent (On the 
basis of 1.74 per cent for first six 
months). 
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SPINNING ALONE 


1933: 5.38 per cent. 

1934: 1.28 per cent. 

1935: .07 per cent (Loss). 

1936: 5.14 per cent (On the 
basis of 2.51 per cent for the first 
six months). 

Labor costs for combined spin- 
ning and weaving companies were 
29.19 per cent of total mill cost in 
the first six months of 1936. Labor 
costs have increased slightly since 
1933 in cotton textiles, as will be 
seen by a survey of the percentage 
of labor cost to total mill costs for 
1933 to 1936; and a review of the 
costs per dollar of net sales for the 
same period. 


CoMBINED SPINNING AND 
WEAVING 


1933: Labor costs were 27.93 
per cent of total mill costs. 

1934: Labor costs were 28.25 
per cent of total mill costs. 

1935: Labor costs were 27.3514 
per cent of total mill costs. 

1936: Labor costs were 29.19 
per cent of total mill costs for the 
first six months. 

1933: Labor costs represented 
$.242 of each dollar of net sales. 

1934: Labor costs represented 
$.264 of each dollar of net sales. 

1935: Labor costs represented 
$.268 of each dollar of net sales. 

1936: Labor costs represented. 
$.263 of each dollar of net sales. 


WEAVING ALONE 
1933: Labor costs were 21.9314 


per cent of total mill costs. 
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1934: Labor costs were 22.75% 


per cent of total mill costs. 

1935: Labor costs were 23.38% 
per cent of total mill costs. 

1936: Labor costs were 23.18 
per cent of total mill costs. 

1933: Labor costs represented 
$.179 of each dollar of net sales. 

1934: Labor costs represented 
$.199 of each dollar of net sales. 

1935: Labor costs represented 
$.205 of each dollar of net sales. 

1936: Labor costs represented 
$.20 of each dollar of net sales. 


SPINNING ALONE 


1933: Labor costs were 24.96 
per cent of total mill costs. 

1934: Labor costs were 24.45 
per cent of total mill costs. 

1935: Labor costs were 24.60 
per cent of total mill costs. 

1936: Labor costs were 27.33 
per cent of total mill costs. 

1933: Labor costs represented 
$.217 of each dollar of net sales. 

1934: Labor costs represented 
$.228 of each dollar of net sales. 

1935: Labor costs represented 
$.231 of each dollar of net sales. 

1936: Labor costs represented 
$.242 of each dollar of net sales. 


Prices 


There has been a substantial in- 
crease in prices in all textiles from 
1935 to 1936, and an even greater 
one from 1932 to 1936. 

In cotton there was a 5 per cent 
increase in the price of material 
from 1935 to 1936; and a 74 per 
cent increase from 1932 to 1936. 

In woolens and worsteds prices 
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rose 11.6 per cent from 1935 to: 
1936; 20.9 per cent from 1934 to 
1936; and nearly 67 per cent from} 
1932 to 1936. 

In knit goods, prices rose 3 per? 
cent from 1934 to 1936; 1.1 per: 
cent from 1935 to 1936; and 28 
per cent from 1932 to 1936. 

In silks and rayon the prices rose? 
very little from 1935 to 1936; rose 
24 per cent from 1934 to 1936; 
and only 15 per cent from 1932 to: 
1936.* 


Conditions of Textile Workers 


A brief examination of the statuss 
of the average textile worker indi-- 
cates that in no way has he enjoyed! 
a return of prosperity. 

The average weekly wage fort 
all textile workers in 1935 wass 
$15.77. By 1936 this had risen tot 
$16. 12 (this includes the so- -called! 

“election increases” in November’ 
and December of this year). The: 
textile workers received a 35 cent! 
increase in 1936. This is a 2 Pg 
cent increase. 

At the same time prices of tex- 
tiles increased anywhere from 3! 
per cent to 11 per cent for the same: 
period, while profits rose also. | 


Wages : 
By industry the comparison in 
wages between 1935 and 1936 is - 

follows) 

Cotton: 1935—$13.02. 1936— 
$13.78. This represents an in- 
crease of 76 cents from 1935 to 
1936 or 5.8 per cent. 


*Price figures from B. L. S. Retai 
Prices, December, 1936. 


Wool: 1935—$17.94. 1936— 
17.86. A decrease of .08 cents 
from 1935 to 1936. 

Silk and Rayon Cloth: 1935— 
16.10. 1936—$15.20.. A de- 
rease of 5.8 per cent from 1935 
to 1936. 

- Synthetic Yarn: 1935—$19.42. 
1936—$20.33.t An increase of 
4.6 per cent from 1935 to 1936 
(nine months averages for synthetic 
yarn). 

- The average weekly wage for all 
manufacturing was $22.75 in 1936. 
In other words, the average weekly 
wage for all textiles in 1936 was 
$6.63, or 22 per cent lower than 
the average for all manufacturing. 

At the same time the Bureau of 
Labor Statistics quotes the increases 
in prices of necessities, and in the 
general cost of living. 

Food prices, for example, have 
risen generally 35 per cent from 
1935 to 1936. By geographic sec- 
tions of the country, this increase 
breaks down in the following man- 
ner: 


1933-1936 
fee New England..........-- 29% 
@ewiddle Atlantic.......... 33.7% 
me South Atlantic........7-. 41% 
4, Bast South Central...... 39% 


Clothing prices for the whole 
United States have risen 13 per 
cent during this four-year period. 
If we figure annual earnings on 
the basis of the average wage for 
all textiles, we see that for 52 full 
working weeks, the average annual 
wage of the textile worker would 


be $838.24. Needless to say, in 
+ Wage data from B. L. S. Trends of 
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an industry as badly managed and 
as naturally seasonal as textiles, the 
worker does not work anywhere 
near 52 full weeks a year. Should 
he work 40 full weeks his annual 


wage would then be $644.80. 


The average weekly wage in tex- 
tiles is believed never to have 
equaled the average weekly wage 
of all manufactures. It is consid- 
erably under this average now. 

Rayon: — Particular attention 
should be given to rayon at this 
coming World Textile Confer- 
ence, for several reasons: first of 
all, because it is a comparatively 
new industry, expanding very rap- 
idly, highly hazardous in character. 
There has never been a real study 
made of the hazardous occupations 
in this industry. It is the sort of 
industry that can be transformed 
almost over night into the making 
of munitions. It is controlled 
largely, with the exception of the 
du Ponts, in this country, by for- 
eign capital. 

Now, the wages are higher in 
rayon than in cotton textiles. In 
some divisions, or in some branches 
of engineering they go to 75 or 80 
cents an hour. Wages are ex- 
tremely low and should be higher 
in the lower branches. 

Possibly about 98 per cent of 
the workers in rayon are less than 
30 years of age, a large majority 
being boys and girls of 17 and 18; 
consequently health is a paramount 
consideration. Plant affairs are . 
conducted with considerably se- 
crecy; and _ investigation might 
serve to better both health and so- 
cial conditions of workers. 
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Standardization in the textile 
industry is difficult. However, the 
stretch out must be scientifically 
regulated, else no minimal wage 
regulation will have much value. 
It is felt that competent engineers 
might settle the question of work 
assignment by impartial study. 
Trial periods could be granted to 
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new assignments and tested by the 
workers themselves. Changes in 
assignment could be submitted 
to a representative committee for 
discussion and approval. Federal 
regulation, supplemented by union 
organization, furnishes a key to the 
solution of this problem. 


For Hours, see pages 137, 139, 140, 160, 
and 161. 


textile industry is 
greatly over-built, has 
great domestic competi- 
tion, and prices are de- 
termined by all sorts of factors, 
excepting cost or even demand. 
There is considerable evidence 
which indicates a close correlation 
between high wages and high prof- 
its. It is frequently found that 
low wages are usually paid in in- 
dustries with relatively a small 
value added by manufacture. The 
cotton textile industry is an excel- 
lent illustration of this economic 
phenomenon. 

In a study made of the cotton 
textile industry in New England, 
two outstanding examples of capi- 
tal inefficiency were discovered: 
(1) the age of the machinery (over 
50 years as compared with 5 to 10 
years in the South or two years in 
Japan), and (2) the highly com- 
plicated and inefficient distribution 
of the product. 

There have been a few attempts 
to simplify the latter: the Berk- 
shire Fine Cotton Spinning Asso- 
ciation set up a vertical organiza- 
‘tion in order to combine in one 
capital structure the whole process 
from beginning to end. Again, the 
‘companies making the highest profit 
and paying the highest wages are 
the ones who have attempted this 
simplification. 

In order to make such changes in 
New England, particularly in man- 
agement policies, it frequently be- 


"comes necessary to engage in manip- 


a 


4 The New England Cotton Textile Industry 


ulation of memberships on boards 
of trustees. 

The cotton textile industry in 
New England grew up in a sellers’ 
market. It had market control 
and expanded tremendously during 
the war and continued to build up 
productive capacity until just be- 
fore the 1924 collapse. 

The so-called “migration of the 
textile industry to the South,” 
strictly speaking was more of a 
migration of capital to the South. 
Management and capital moved 
from the North to the South and 
set up a competing area. Some 
have decided the Southern mills 
afford more profits, while others 
maintain both Northern and South- 
ern plants. 

New England has one advantage 
in rayon production: pure water 
which requires little or no chemi- 
cal treatment for use in the manu- 
facture of this fibre. 

The expense of plants operating 
and producing saleable goods, with 
machinery which has been written 
off years ago, should afford such 
companies a competitive advantage 
in pushing prices down. New 
England accounting practice re- 
specting treatment of depreciation 
is unstandardized and depreciation 
reserve accounts are frequently 
used for other purposes. 

Historically, the cotton industry 
is organized into two trade asso- é 
ciations, neither of which has com- 
plete coverage. New England has 
the National Cotton Manufac- 
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turers Association covering North- 
ern mills and there is another em- 
bracing Southern mills. Prior to 
the N. R. A., various attempts 
were made by leaders in the North 
to secure an agreement with South- 
ern mills to obtain some measure 
of stabilization of production. 
Committees went to President 
Hoover to try to secure an agree- 
ment and, generally speaking, the 
cotton textile industry welcomed 
the N. R. A. With its invalida- 
tion, however, the agreement broke 
down temporarily and now at- 
tempts are being made to accom- 
plish some degree of cooperation 
under auspices of the Cotton Tex- 
tile Institute. 
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The larger the cotton textile 


mill, the more cumbersome its man- | 


agement and the less flexible its 
ability to adapt itself to rapidly 
changing conditions. Much of the 
Amoskeag plant, the largest of its 
kind, has been taken over on a 
rental basis by small concerns 
making specialty products which 
are easily adaptable to changing 
conditions and style trends. A 


few mills have swung from old con-’ 
servative policy of staple produc-. 


tion and have transferred to the 
business of producing specialties. 
This diversification has its limita- 
tions. In a staple market, the pro- 
ducer of staples makes smaller unit 
profit but a much larger operating 
profit. 


ed 


or “unused”’ capacity has 
led to some sales of tex- 
tile machinery at a five 
to ten cent on the dollar valuation. 
A Philadelphia used machinery 
dealer and manufacturer purchased 
Amoskeag used cards in excellent 
condition at ten and 12 dollars. 
The textile industry is primarily 
a tural industry, drawing workers 
from low standard working groups 
where competition for labor is 
relatively slight, particularly for 
women. 
A study on trends of employ- 
ment and labor productivity has 
been made recently and in one 
industry it was discovered that 
hourly wages increased but the 
weekly earnings remain constant, 
due to reduction in number of 
hours worked. Accounting prac- 
tices in textile mills vary and the 
controls established range from 
those which provide only two meas- 
urements at the end of the spin- 
ning process and at the end of the 
weaving to those which separate 
the mill basic processes into greater 
subdivisions for purposes of meas- 
‘urement. The silk branch exhib- 
ited very few industrial manage- 
“ment standards, due to the many 
changes necessitated by constantly 
varying demands. ‘This is some- 
what true of the woolen worsted 
branch also. In the cotton branch, 
one investigator discovered that 25 
‘constructions accounted for about 


85 per cent of the industry’s output. _ 
In three silk mills, six basic con- 


Excess Capacity in the Textile Industry 


structions covered 75 per cent of 
the total production. In a study 
of 16 different mills, the data in- 
dicated an increase in man hour 
productivity of approximately 20 
per cent during the period 1923 
to 1936, partly attributable to new 
machinery, partly to improved 
managerial practice and in some 
part to change in fabric construc- 
tion, as well as a more effective 
working force. 

In evaluation of machinery 50 
per cent of the equipment 20 years 
old still works in excellent shape 
(the Treasury uses 20 years for 
the period of depreciation). Early 
retirement of capital costs appears 
to be a quite common accounting 
practice. The great bulk of textile 
production is performed on ma- 
chinery not particularly susceptible 
to withdrawal because of obsoles- 
cence. Part of the new develop- 
ments in textile machinery includes 
equipment designed to produce lux- 
ury products for small markets. 
Some manufacturers have devel- 
oped attachments which can be 
used to keep some types of ma- 
chinery up to date. The spooling 
and warping are the most expensive 
machines and exhibit the greatest 
amount of technical advancement. 
Approximately only 5 per cent of 
the labor is a charge against this 
department. 

If the cotton textile industry 
were suddenly transformed into a 
medium high wage industry, the 
introduction of new machinery 
would be accelerated. Also much 
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of the trouble over obsolescence 
would disappear. 

Considerable excess capacity char- 
acterizes the textile industry and at 
the same time the practice of in- 
creasing shifts has been a disturbing 
economic factor. Frequently a de- 
mand for a special weave means 
the introduction of another shift. 
Unless there is excellent merchan- 
dising, frequently there is an excess 
production of a style which becomes 
obsolete. 

A study was made of excess ca- 
pacity in the hosiery industry. It 
was estimated that in 1932, 55 
million dozen pairs of ladies’ full 
fashioned hosiery could have been 
produced by a 50-week, 24 hours 
per day, operation of installed ma- 
chinery. Since that time new in- 
stallations have brought the poten- 
tial capacity up to 65 million. 
While there has been an increase 
in annual shipments of hosiery, the 
gain in the use of full fashioned 
hosiery has been countered by a 
decrease in the use of seamless 
hosiery. This has been due to a 
price war. 

A similar situation in respect to 
excess capacity exists in men’s half 
hose, with a potential capacity of 
170 million dozen pairs and a con- 
sumption of about 79 million. 

Style changes in hosiery bring 
about technological changes which 
further increase capacity. Conse- 
quently mills preserve old machines. 
At the present time, the demand 
for crew sox, a heavy product, 
serves to bring back into successful 
service some very old equipment. 

During the N. R. A. experience 
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the Hosiery Code Authority called 
for a six weeks shut-down of the 
full fashioned hosiery industry in 
1934 and for four weeks curtail- 
ment in 1935. ‘There was also a 
limitation of hours to two shifts of 
40 hours per week. 

In a period of low profits or 
break even, current practice favors 
the use of obsolete equipment, but 
when profits begin to rise, plants 
prefer newer equipment. Very 
frequently the price of the product 
remains constant. It has been pro- 
posed that a policy of increased 
productivity be instituted through 
the installation of new improved 
machinery and that the gain be ap- 
plied to improve the conditions of 
labor. ‘The possible gain due to 
such a policy has been estimated at 
a possible 20 per cent, although in 
the field of certain specialties the 
gain might be as high as 150 per 
cent. The adoption of such a 
policy would call for the junking of 
obsolete equipment. With funds 
for a reasonable amount of re- 
equipment, with hours control and 
minimal wage legislation, the com- 
petition of the better equipped 
companies would render the use 
of obsolete machinery unprofitable. 
If the United States is to compete 
in wage markets, the whole indus- 
try must be raised to the plane of 
productivity proposed. The pres- 
sure exerted on the industry by 
code minimal wages served to force 
plants to adopt efficiency measures 
or lose profits. The most effective 
hosiery plants, for example, were 
able to seek new outlets and new 
markets in order to keep going 
almost at full time. 


Regulation of Hours in the Textile Industry 


Apa My LFFERENT countries have 
Hf EE hed th la- 

approached the regula 
tion of hours in the tex- 
tile industry in three 
ways: (1) by legislation, e. g., 
the N. R. A. legislation in the 
United States; (2) by collective 
agreements between employers and 
workers, e. g., agreements between 
textile industry employers and em- 
~ ployees in Great Britain; and (3) 
collective agreement among em- 
ployers, e. g., textile industry em- 
ployers in India. Certain other 
countries use modifications. France 
and Belgium use legislation with 
collective agreements between em- 
ployers and employees. Italy acts 
with legislation after employers 
and workers agree. In France the 
initiative comes from the govern- 
ment. 

For the most part, hour regula- 
tion has been a device to reduce 
productive capacity to the more 
efficient units. Thus India in 1935 
reduced the work week in jute to 
40 hours in order to eliminate from 
production the less efficient units. 

Such measures of control have 
had two objects: (1) increasing 
employment, as in France, Belgium 
and the United States, and (2) 
limiting production and _ raising 
prices. 

There has been no use of the 
hour limitation method of control 
in countries not having conditions 
of depressions. However, if con- 
ditions are too depressed, then this 
method is not used. Thus Austria 


with severe depression in the in- 
dustry has been reluctant to intro- 
duce any limitation which would 
add to production costs. Hence, 
at the last session of I. L. O., the 
Austrian government abstained 
from voting on all hour conven- 
tions proposed in the Conference. 
Hence, any international program 
of hour limitations must include 
other measures which will improve 
general economic conditions of cer- 
tain textile producing countries. 
Labor unions bear the brunt of 
battle over hour limitations. This 
is a partial explanation of the back- 
ward status of hour limitation 
measures in Japan’s textile in- 
dustry. 

Since the I. L. O. program pro- 
poses to attack the hours limitation 
problem via legislation, the policies 
of each country must be studied 
and public opinion developed. The 
economic condition of each country 
will largely influence the people’s 
attitudes toward the problem. 

The legislation of western coun- 
tries producing textiles, excepting 
Germany, France and Italy, estab- 
lish a normal working day of eight 
hours and a normal working week 
of 48 hours. Italy and France 
limit the working week to 40 hours 
and Germany to 36 hours (ex- 
cepting in the woolen branch where 
30 is the norm). India legislation. 
prescribes a limit of 54 hours per 
week. However, there is a dis- 
crepancy between the legal impo- 
sitions and actual practice. At 
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present only Austria is working 
more than 48 hours per week. 
Other countries are working be- 
tween 40 and 48 hours. Russia 
has a seven-hour day, but no limi- 
tation on the work week. (Data 
for the United States will be found 
in Tables 1-4 in the Appendix. ) 


During the period 1934-1936 in 
the United States the silk and cot- 
ton branches of the industry have 
shown an increase in weekly hours, 
as well as the dyeing and finishing 
branches. However, the wool in- 
dustry during 1936, although above 
that of 1934, was lower than the 
1935 level. It is to be remembered 
that seasonal fluctuations reduce 
the annual wage considerably. 
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In recent years the far eastern 
countries have been more in accord 
with western practices of hours, 
although their tendency would be 
to resist freezing of hours by legis- 
lation, due to their insistence on 
greater flexibility in order to meet 
western country competition. 

Japan has been gaining certain 
competitive advantage in the textile . 
industry by: (1) devaluation of 
the yen; (2) by high degree of 
organization for export trade; (3) 
by wide introduction of rationali- 
zation plans; and (4) by recent 
large accessions of new and im- 
proved machinery. Competition 
with western countries has been 
carried on, in so far as hours go, 
on a relatively high plane. 


ey 


y ing production, 


HE textile industry is so 
much over-equipped that 
peak periods or seasonal 
peaks present no serious 
problems. During the relatively 
low production period while the 
_N. R. A. operated, the flat maxi- 
mum of the 40-hour week without 
seasonal tolerances worked well. 
At the present time the one bottle 
neck would appear to come in the 
synthetic yarn production phase. 
Stabilization requires that any plan 
of regulation include specific con- 
trol of well defined hours and days 
of operation. 

Since the N. R. A. there have 
been departures from the codes in 
certain sections but more recently, 
even under the pressure of increas- 
there has been a 
demand for a return to these stand- 
ards. 

N. R. A. experience has shown 
quite conclusively that hours of 
employees are not conditioned to 
any great degree by technical re- 
quirements. Even in industries 
with continuous operation the 
working periods of employees in 
‘ndividual plants can be met simply 
by allocation of schedules. 

Hours are only one aspect of 
the problem of stabilizing the in- 
dustry and should be tied up to a 
more comprehensive plan for reg- 
ulating the textile industry. The 
increasing developments within the 


Labor Provisions in NRA Textile Codes 


industry, due to the many types of 
demands for new styles and fab- 
rics, necessitate that anybody super- 
vising the industry be thoroughly 
conversant with the technical as- 
pects of the various parts of the 
industry. Unquestionably the re- 
turn of industrial activity will re- 
quire various types of production 
and capacity controls. 

Another serious problem is re- 
lated to the problem of inflow and 
outflow of labor. In some of the 
apparel industries there have been 
labor shortages. The problem of 
future scarcity of skilled labor 
brings up the problem of training 
and regulation as another stabiliz- 
ing factor. 

N. R. A. experience tends to 
indicate that code provisions at- 
tempting to restrict production by 
shift control assisted in lengthening 
the period of actual production. 
The problem of seasonality, while 
difficult to handle, imposed no par- 
ticular demand upon the industry 
to expand capacity. There were 
some indications that seasonal 
fluctuations were “damped” or 
flattened out during the code pe- 
tiod. The general conclusion can 
be reached that regulation of hours 
and regulation of shifts, particu- 
larly two shifts, presented no rea 
production problems during N.R. 
A. times and also served to promote 
humanitarian and social welfare. 


Departures From NRA Labor Standards 


=gHE American Federation 
e of Labor, after the in- 
validation of the N. R. 
A., commenced a study 
of labor practices to discover what 
departures were made from code 
standards for the period June 1935 
to April 1936. Schedules were 
sent to 700 points on a nation-wide 
survey. 

Approximately 2,300,000 work- 
ers were included under the textile 
divisions of the N. R. A. plan of 
codification. Of approximately 
780,450 workers who were affected 
by changes after N. R. A. invali- 
dation, 606,674 employees had 
lengthened hours to the extent of 
4,356,852 additional man hours 
over code standards. ‘This amount, 
translated in terms of possible re- 
employment, represents 112,433 
workers who could have been em- 
ployed if code standards were pre- 
served. 

The total survey included 583 
industries having 22,208,000 em- 
ployees. Of this number, approxi- 
mately 4,577,000 were affected by 
departures from code standards; 
4,074,000 were given a lengthened 
work week to the extent of 35,247,- 
000 hours, which could have been 
converted to the employment of 
839,000 workers if code labor pro- 
visions had been preserved. 

In the cotton textile industry 
alone, 208,680 employees were af- 
fected by all departures from code 
labor standards ; 119,650 employees 
had lengthened hours. 


In some mills, the weekly hours 
of certain specific groups were ad- 
vanced as high as 60 hours, a consid- 
erable number going to 55 hours 
per week. Georgia, North Caro- 
lina and South Carolina had wide 
departures from the textile code 
labor standards. ; 

In the cotton textile industry, 
the study indicated increases of 
home work, the work load and 
the stretch out (much of this at- 
tributed to use of the Bordeaux 
system and similar plans). The 
minimum weekly wage guarantee 
was discarded and the workers 
placed on a straight piece rate, 
while the piece-work schedules were 
at the same time readjusted. In 
three Maine towns minors of 16 
years of age were employed during 
the 1935 summer months. This 
practice has been eliminated, it is 
believed. In one cotton mill in 
North Carolina, wages were re- — 
duced and weavers given 14 to 16 
looms instead of 10, and loom 
fixers’ looms were increased from 
50 to 75. 

The smaller and medium sized 
establishments departed more heay- 
ily from code labor standards than 
the larger plants. Also unionized 
plants adhered more closely to the 
code standards after N. R. A. in- 
validation. There appeared no 
pronounced geographical  differ- 
ences. Wherever a departure oc- 
curred, others followed. 

There were some differences in 


this study made by the American 
Federation of Labor and the report 
of the Roberts Committee, due 
chiefly to the fact that the latter 
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study ran until about October 
1935, while the former ran into 
June 1936, thus covering a longer 
period. 


= 


Supply and Demand Problems of the 
Textile Industry 


T4N CONSIDERING the field 
pies of manufacturing, cer- 
Za tain popular philosophy 
advocates solving unem- 
ployment by decreasing hours of 
work—that is, divide up the jobs. 
If more men are employed to do 
the same amount of work, costs 
and prices of finished goods are 
unavoidably increased. Labor thus 
trades an increase in the composite 
Wage against an increase in the 
composite cost of living. If, how- 
ever, a gradual increase in the 
number of workers is made and 
production increases at a lesser 
rate, the additions to unit cost 
caused by hiring more workers will 
be offset by the reductions in unit 
cost due to enlarged production. 
The success of such attempts is 
largely conditioned by the relative 
rates at which the present processes 
occur. 

At the present time hourly earn- 
ings in manufacturing are higher 
than in 1929, labor costs per unit 
are higher and the manufacturer 
receives a lower price. Actual 
weekly earnings are smaller now 
than in 1929. Hence the worker 
and employer are somewhat simi- 
larly situated. 

The manufacturer has aided 
himself by employing labor saving 
devices and he has been also helped 
by relatively low prices for raw 
materials. Since 1929 labor in- 
come has advanced more rapidly 


than the cost of living. Hence the 
purchasing power of those em- 
ployed has been higher in recent 
times than in 1936. 

These advantages of both the 
manufacturer and worker are now 
rapidly disappearing. Prices of 
raw materials are on a distinct up- 
trend and the price of finished ma- 
terial must inevitably follow the 
same trend. 

A price analysis of 75 commodi- 
ties being made by Fairchild Pub- 
lications reveals severe increases 
and labor, despite further wage in- 
creases, may be in a less favorable 
position a year from now. 

The relative rates at which 
wages are increased, hours are re- 
duced and production expanded 
will determine the painfulness of 
the readjustments. 

The balance of purchasing power _ 
between different classes has im- 
proved in recent years, farmers par- 
ticularly being restored to higher 
purchasing levels. With further 
price advances in the costs of living, 
the white collar class will suffer, 
since their salaries do not fluctuate 
as widely or frequently as the wages 
of labor. 

The increase in an index of four 
commodities during the last six 
months was 45 per cent and, if 
industrial raw materials had been 
added to the index, the advance 
would have been much greater. 
In recent months and weeks the 


f 
t 


rate of increase of prices of several 
commodities has been accelerated. 
Future retail prices must reflect 
the pyramiding of raw material 
prices and labor costs at various 
stages of fabrication, together with 
increasing costs of distribution. 
Thus recent advances in fabrics 
approximate 35 cents per pound, 
due to rise in wool prices. Piece 
goods and labor costs have mount- 
_ed, together with a 12% per cent 


“increase in clothing labor costs. 


These pyramiding costs will ulti- 
mately reach the consumer. Pres- 
ent trends indicate a slight narrow- 
ing or shortening of the usual lag 
between the prices at different 
stages of fabrication. 

During a period of rising busi- 
ness, consumer resistance lessens to 
high prices since he assumes im- 
provement of quality. 

Capital is blamed for lowness 


- of living standards of textile work- 


ers. Yet capital has also sustained 
losses. In 1926, New Bedford mill 
shares had an average value of 
$97.49; in 1935, this dropped to 
$20; and the average at present is 
around $47. The average value of 
Southern mill shares in 1926 was 
around $131; in 1936, $51; and at 


present about $73. The success- 


fulness of labor in raising stand- 
ards is dependent on capital secur- 
ing a larger return on money in- 
vested. The pressure of excess 
supplies and excess plant capacity 
and the burden of inventories has 
been an unbalancing factor to the 
manufacturer during recent years. 
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Changing styles, downward move- 
ments of fibre prices, an increasing 
supply of labor, partly due to 
mechanization, have been contrib- 
uting depressants. 

Silk has been seriously affected 
by the growth of rayon consump- 
tion. Cotton has felt this compe- 
tition and the position of wool is 
threatened by the exploitation of 
spun rayon. The interchangeabil- 
ity of textile fibres creates over- 
capacity and over-production every 
time a change takes place. 

During the period of the twen- 
ties when general prosperity was 
increasing, changes in women’s 
marketing practices caused certain 
unbalancing in textiles, particularly 
in depressing woolens. There is 
definite relationship between busi- 
ness changes, price changes, mar- 
riage changes and the types of gar- 
ments which women wear. There 
have been price declines in women’s 
wear but the number of garments 
in their wardrobe has been increas- 
ing. The man as a consumer has 
changed, however. In 1929 the 
man on an average purchased one 
suit in three years. In more recent 
times this time has increased to five 
years. 

The distributor since the 1920 
collapse has been unwilling to carry 
inventories. Due to relatively sta- 
ble price levels and increasing plant 
production, the pressure of output 
gained. The period of 1920-1929 
saw relatively few price changes, 
but in more recent times style 
changes have been more significant. 


Profits and Earnings in the Textile Industry 


(Nore: Basic data are to be found 
in the Federal Trade Commission Re- 
port “Textile Industries in the First 
Half of 1936,” Parts 1, 2 and 3.) 


SOLLOWING the textile 
strike, an Executive Or- 
der of September 26, 
1934, provided that “in 
order to furnish a basis for deter- 
mining whether wage increases 
based upon reduction in hours or 
otherwise can, under prevailing 
conditions, be sustained, the Fed- 
eral Trade Commission shall un- 
dertake an investigation of, and 
report on, the labor costs, profits, 
and investments of companies and 
establishments in the textile indus- 
try . ..’ The Commission has 
extended its investigation from the 
beginning of 1933 through the mid- 
dle of 1936. The Commission 
received a limited appropriation 
for the study which imposed a 
number of restrictions, such as 
having to resort to financial sched- 
ules to be completed by individual 
establishments rather than a use of 
a field staff to collect this infor- 
mation. 

The textile industry naturally 
developed in New England in early 
colonial days due to the facts that 
these immigrants came from coun- 
tries where the textile industry had 
developed and that New England 
had cheap water power. New 
England now has lost both advan- 
tages since skilled labor has devel- 
oped in other parts of the country 


*See also pages 128 and 130. 


and the development of electricity 
permits the installation of a textile 
mill anywhere. When the textile 
industry discovered that certain 
types of goods could be manufac- 
tured more cheaply in the South, 
the development of the industry in 


New England commenced to de-— 


cline, new mills being developed in 
the South instead. To a certain 
extent this shift may be attributed 
to inefficient Northern capital. 
Some owners whose mills are clos- 
ing down in New England are 
making good profits in the South. 
The Southern plants possess one 
great advantage in that they are 
of more recent development and 
therefore possess a greater amount 
of technological improvements. 

New England textile enterprises 
have a psychological handicap in 
that much of the ownership is of 
the so-called “widow and orphan” 
type with the enterprises handled 
chiefly by conservative trustees. 
Change is not always easy to make 
under such circumstances. 


A study of accounting should in-— 


clude an analysis of capital struc- 


ye 


t 


ture and investment and be supple-_ 


mented by an analysis by industrial 


engineers of management produc- | 
tion practices and labor and ma-_ 
chine efficiency. Policies of writ-— 


ing off depreciation need a greater 
amount of standardization. In one 
study of the Tariff Commission, 
one of the lowest cost plants was 


75 years old while one of the high- 


est priced plants had a life of 15-20 
years. 


The Federal Trade study data 
seem to indicate that one of the 
causes of the periodic losses in the 
textile industry is the fact that 
producers have been forced to carry 
large inventories, rather than the 
distributors, as is often true in other 
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industries. In case of falling prices, 
the producers bear the brunt, rather 
than the distributors. 

The textile industry is a basic 
industry, deals with primary con- 
sumers’ goods with more or less 
effective and constant demand, has 
tariff protection and yet is ordina- 
rily conceived of as being a sick 
industry. 


Economic Conditions in the Hosiery Industry 


¢HeE full-fashioned hosiery 
44 industry occupies the 
dominant position in the 
textile industry since it 
pays the highest wages and has su- 
perior working conditions. Union- 
ization has existed in this end of 
the industry ever since the first 
machinery came to the United 
States. 

The seamless hosiery industry is 
a typical textile situation with low 
wages and sweat-shop conditions. 
Unionization did not come to this 
branch until 1933 as a result of 
the N. R. A. These two hosiery 
groups cover approximately 140,- 


000 workers. 


Status of Full-Fashioned Hosiery 
Industry 


During the period 1929-1936, 
there was a total loss of 1,031 knit- 
ting machines in the full-fashioned 
hosiery industry—this being equiv- 
alent to employment for approxi- 
mately 8,500 workers. In 1929, 
there were slightly more than 4,000 
machines in place outside of Penn- 
sylvania. In 1936, out of a total 
of 15,400 machines, there were 
6,622 in place outside of Pennsyl- 
vania. Both migration and new 
machine installation are shifting 
potential capacity into new areas. 
In 1929 the South had 7 per cent 
of total equipment of this industry. 
This has annually increased and 
in 1936, 23.5 per cent of the equip- 
ment was installed in the South. 

A part of the losses exhibited in 


the full-fashioned hosiery industry 
is due to over-capitalization. “The 
better firms have ‘‘squeezed water” 
out of their financial structure and 
are showing profit. One corpora- 
tion, owning a mill, bought in all 
available outstanding and _ pre- 
ferred stock at a low market price 
and retired these issued. “They also 
retired some high interest bonds, 
replacing them with low interest 
bonds. 

The losses in this industry are 
attributed to over-capacity. <A 
study, made in 1932 by Dr. George 
Taylor and Dr. Gladys L. Palmer, 
of the University of Pennsylvania, 
indicated that in 1932 the average 
working week for the industry was 
52 hours, with an average of 48 
hours in the union and 54 in the 
non-union mills. With 14,965 
full-fashioned machines in place, 
shipments were 30,816,000 dozen 
pairs for this year, the industry op-~ 
erating at 58 per cent capacity rate. 
Authorities estimated that con- 
sumption needs would have been 
met on the basis of one shift of 40 
hours per week (this includes a 
12.5 per cent allowance for idle). 
A conservative estimate of poten- 
tial capacity was 45,000,000 dozen 
pairs of full-fashioned hosiery in 
1932. Since then capacity has in- 
creased to approximately 65,000,- 
000 dozen pairs in 1936. 

During the N. R. A. both manu- 
facturers and workers agreed on 
the desirability of control of over- 
capacity through limitation of 


a 


- very mobile, 


~ to 245 per cent in 
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hours. The footing equipment 
was given a two 35-hour shift limi- 
tation, creating a bottle neck in 
production. Such control is needed 
since the product is frequently sold 
below cost. Price fixing was at- 
tempted during code days but un- 
fortunately the number of pairs of 
stockings per dozen was not rigidly 


fixed. 


Status of Seamless Hosiery 
Industry 


The seamless hosiery industry is 
uses small units of 
machinery, and a mill can be 
equipped and put into operation 
for $4,500. The industry on com- 
ing under scope of the hosiery code 
also became unionized by the 
American Federation of Hosiery 
Workers. Under N. R. A. wage 
increases were actually made up 
order to bring 
workers within the $12 per week 
Southern minimum wage. 

The industry is characterized by 
use of obsolete equipment and the 
entire tendency of manufacturers 
of seamless machines has been to- 
ward development and production 
of attachments which modernize 
the old machinery. 

The seamless hosiery industry is 
also a victim of excess capacity ; the 
yearly demand for men’s half hose 
averages 30,000,000 dozen pairs 
but the potential capacity is about 
71,914,000 dozen pairs; women’s 
seamless hosiery has an annual de- 
mand of 13,000,000 dozen pairs 
with a potential capacity of 22,- 
500,000 dozen pairs; and golf hose 
has a demand o 3,300,000 dozen 


147 


pairs and a potential capacity of 
9,000,000 dozen pairs. This latter 
means that one Philadelphia plant 
manufacturing 40 per cent of the 
nation’s need for golf hose is idle 
five months of the year. 

The use of attachments in the 
seamless hosiery industry permits 
the shifting of the machine from 
one style of production to another. 

This industry may be termed 
one of free enterprise, but with 
production involuntarily restricted 
by the consumer. 

In 1925, approximately 25 mil- 
lion pairs of ladies’ seamless hosiery 
were manufactured as against 12 
million dozen pairs of full-fash- 
toned. In 1935, there were 20 
million dozen pairs of seamless and 
35 million dozen pairs of full- 
fashioned hosiery manufactured. 
In 1932 the full-fashioned product 
sold for 39 cents per pair and the 
seamless, 25 cents—this meant 
seamless hosiery manufacturers 
were courting bankruptcy. If they 
operate plants at 70 per cent ca- 
pacity, these manufacturers of 
seamless hosiery break even; at 99 
per cent, a 5 cents per dozen profit 
is made; but consumer demand 
scarcely permits a 90 per cent oper- 
ation of any plant. 


Social Conditions Among 
Hosiery Workers 


In many of the cotton mill vil- 
lages, extreme poverty and de- 
pressed conditions have developed 
a group consciousness. In one area, 
the people worked out a system of 
handling childbirth without the aid 


of medical men and had devised a 
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method of conducting funerals 
without undertakers or clergy. 
However, in another area (Cross, 
North Carolina) the village was 
beautiful. Athletic fields, shower 
houses, and laundries with free hot 
water help raise social conditions of 
the worker. A case of a strike was 
presented where the strikers had 
been so accustomed to low wages 
that the grievances began with 
other matters of relatively lesser 
importance. In another situation, 
the minister of a sect which fights 
unions aligned himself with the 
strikers. He had become tired of 
having his men give him the excuse 
that they could not go to church 
on Sunday since their one pair of 
overalls, on being washed on Sat- 
urday night, would not be dry the 
next morning. 

Until the World War, the full- 
fashioned hosiery industry was rel- 
atively small but silk hosiery be- 
came very popular. Profits of $8 to 
$9 per dozen pairs were made and 
tremendous expansion took place 
through 1928. There was a great 
demand for skilled operators. In 
1929, knitters received from $65 
upward per week. In trying to 
break unionism about that time, 
skilled men were given a weekly 
guarantee of from $150 to $250 
to drop their union, to come into 
plants in the suburban areas of 
Philadelphia and run two machines 
instead of one. Many saved their 
money and then entered the indus- 
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try as manufacturers because of the 
high profits. Since the break, many 
of these have failed and are now 
attempting to re-establish them- 
selves. 

At the present time in the South, 
owing to increased production, 
there is a beginning of labor piracy 
again, due to manufacturers bid- 
ding for skilled labor. The intro- 
duction of apprentices is not en- 
couraged as long as skilled workers 
are unemployed. In areas where 
there is a difficulty in obtaining ap- 
prentices, such as Milwaukee or 
Minnesota, to which there has been 
some migration, the plan of ap- 
prenticeship is based on installation 
of machinery and labor turn-over 
needs. Many employers deplore 
the expense of training workers, 
preferring piracy methods. ‘The 
union carries on a partial program 
of progression which permits trans- 
fer after training from one occupa- 
tion to another, although this is 
subject to limitation, due to job_ 
difficulties. 

‘The full-fashioned hosiery indus- 
try employs a relatively young age 
group and in smaller communities 
in the South seamless hosiery is be- 
coming a family industry. 

Allowing some differential in 
costs due to training of workers, 
it is quite possible that Southern 
hosiery mills can stand a wage 
scale as high as the North. This 


cost differential is being narrowed. 
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] AYON is a lustrous thread 
formed by dissolving cel- 
lulose in a suitable sol- 
vent and then forcing the 
mixture under great pressure 
‘through minute holes, thus form- 
ing tiny threads. By combining 
and twisting these fine threads or 
_ filaments the size of the yarn to be 
* used is secured. Since uniformity, 
price and abundance play an im- 
portant part in the supply of cellu- 
lose suitable for rayon manufac- 
ture, only two sources have proved 
of real value, namely, wood pulp 
or wood cellulose and cotton lint- 
ers. 

There are four accepted proc- 
esses for the manufacture of rayon: 


Viscose Process 

By dissolving wood pulp or cot- 
ton linters in caustic soda and car- 
bon bisulphide, forming cellulose 
xanthate, regeneration of the cel- 
lulose after spinning by the neu- 
tralization of the caustic soda and 
chemical removal of the sulphur. 


 Cuprammonium Process 

By dissolving the cellulose gen- 
erally in the form of linters, but 
sometimes wood pulp in an _am- 
moniacal solution of copper. Spin- 
ning the fluid, regeneration of the 
original cellulose by the neutrali- 


zation of the ammonia and chemi- 
cally removing the copper. 


Nitro-Cellulose Process 


By the nitration of the cellulose, 
cotton linters, with a mixture of 


Rayon 


nitric and sulphuric acids, dissolv- 
ing in a mixture of alcohol and 
ether, spinning and then the regen- 
eration of the original cellulose by 
the denitration of the thread. 
(This process discovered by Count 
de Chardonnet. ) 


Cellulose Acetate Process 


Consists of treating bleached cot- 
ton linters with acetic anhydride, 
dissolving the resulting cellulose 
acetate in acetone, spinning the so- 
lution and the coagulation of the 
filaments by a current of warm air. 

The successful manufacture of 
rayon, which has enabled it to take 
its place in the textile industry 
today, has involved a great deal 
of research both in chemistry and 
physics. Organizations have been 
developed due to this research, and 
in addition to having a staff of ex- 
cellent chemists and engineers, 
many of the workers must necessa- 
rily be specially trained and under 
constant and careful supervision. 
Experts estimate that an efficient 
productive unit for rayon must have 
a capacity of from 6,000 to 7,000 
pounds per day. To insure such 
production the investment should 
be between three and a half and 
four million dollars. 

In the early stages of production 
the equipment was built to speci- 
fications for each individual manu- 
facturer. Recently, however, there 
has been a tendency toward stand- 
ardization in certain parts of the 
equipment. This step will, no 
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doubt, have a noticeable effect on 
the future development of the in- 
dustry. 

The location of a plant should 
be near an adequate supply of pure 
water where there is plenty of in- 
telligent labor and good railway or 
highway transportation facilities. 
Climate is of minor importance. 

Until recent years the yarn was 
delivered to either the weaver or 
knitter in skein form. However, 
today in most instances practically 
all of the rayon yarn is delivered 
in cones, spools or cops. This has 
been of material advantage in in- 
creasing the use of this product. 

Rayon has proved to be one of 
the most versatile of fibres, particu- 
larly in combining with other fibres 
and further combining to produce 
cross-dyed effects. Its uses cannot 
be briefly outlined, but the follow- 
ing is an indication of its adapta- 
bility: 

Dress goods: Rayon flat crepe, 
satin crepe, georgette, velvet, taf- 
feta weaves, knitted frocks, sweat- 
ers, coats, grosgrain and _satin- 
weave rayons. 
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Clothing: Men’s, women’s and 
children’s underwear, shirts, cra- 
vats, dressing gowns, hosiery, 
scarves, slippers. 

Linings for hats, suits, coats, 
purses, etc. 

Miscellaneous: Ribbons, hat 
bands, trimmings, throws, automo- 
bile robes, bed spreads, cushions, 
upholsteries, draperies, lampshades, 
rugs, curtains, gas tube coverings, 
electric wire coverings, webbing 
elastic for garters and suspenders, 
bandages, shoe-top cloth, braid, etc. 

One of the most recent develop- 
ments that has materially increased 
the production of rayon has been 
the use of what is at present known 
as “rayon staple fibre.” This has 
been made by cutting the man-made 
filaments into short lengths and 
spinning them on existent cotton 
or silk spinning machinery. Re- 
cently this product has been pro- 
duced direct from the spinnaret 
which causes it to have the appear- 
ance of cotton. 

The percentage of rayon used by 
various industries in the United 
States from 1925 to 1935 is shown 


below: 


Other Broad Narrow Miscel- 
Hosiery Knit Woven Woven laneous 
192s eeepc 20% 20% 50% 5% 5% 
WU ed SEF ae ee 20 29 42 4 5 
OZ Tie catasieretete 20 34 37 4 5 
1923 Pac pero te it/ 37 37 4 5 
1OZ Othe arene 16 37 39 3 5 
193 O\Poamsics cherie 15 34 44 i.3 4 
193 1 oe ee cues 14 31 49 2 4 
LOSZ Meroe tae 13 25 56 2 4 
1933540 Rees 8 20 67 2 3 
1934 tee 7 22 67 2 2 
9G 'S'S eorecreas 6 19 71 2 2 


REPORT OF THE TEXTILE COMMITTEE 


Following Count de Chardon- 
net’s introduction of commercial 
rayon in 1889, there was manufac- 
tured the next year 30,000 pounds. 
In 1935 the world’s production 
had increased to 970,000,000 
pounds, and it is estimated that 
in 1936 it will be over 1,000,000,- 
000 pounds. 

The United States first manu- 
factured rayon in 1911 and that 


“year produced 365,000 pounds. In 


1934 this country produced 27 per 


Country Viscose 
PANTSEET A << ovr terres fel 1 
Belgium ......-+-+--+: 9 
iEERET SL MS cos See 1 
Ganada ges a cess * = 1 
Czechoslovakia ....---- 4 
France ss seke asics 43 
Germany ...-----+--+++: 11 
Great Britain ......--- 8 
Greece... os ee ee 1 
Fiollands estan elite + 
Hungary ...--++---++:> 1 
ieuiky “ee abce apeoweee tee 21 
Papas ca aeons iY 
Poland «...:.2---+---- 4 
Portugal ...------++::> 1 
Roumania ...----++++* il 
Pact) aobeecodcgvabogE 4 
Spain ...2-.-s+2202°s 4 
Sweden ...-+++++:++e"? 1 
Switzerland ....------- 5 
United States ...---->- 19 


Totals 


rereisieles em 6 spe 0s 


cent of the world’s rayon and in 
1936, it is estimated, production 
will be over 30 per cent. 

Japan entered this field in 1925, 
producing that year 2 per cent of 
the world’s supply, and in approxi- 
mately 10 years has stepped up to 


Acetate 


1S 


second place, producing 20 per cent 
in 1934. 

Table 10 in the Appendix shows 
world production by countries for 
selected years. 

Below is a summary of the 
world’s rayon plants by countries . 

The first successful commercial 
plant for the manufacture of rayon 
in the United States was established 
at Marcus Hook, Pennsylvania, in 
1910, by the Viscose Company of 
America. The first product of this 


Cupra Nitro Total 


| 
an PrCOCOCOCOOCOP OPH SF EMOH OHS 
| 
NS POCO OOOCONHOSCONFSOSOSOHrS 
a cooo oo oo oOorRS SSS SS SSeoCSo 
iS) 
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company was a 150 denier, 12 fila- 
ment yarn selling at $1.85 per 
pound. ‘This plant’s output in 
1911 was ‘350,000 pounds and at 
that time the United States was 
consuming about 2,134,000 pounds 
of rayon, of which more than 
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1,800,000 pounds were imported 
from Europe. 

Today there are 25 plants lo- 
cated in this country. ‘The table 
below shows their names, location 
and process used. 


PLAN AGE 


ployees and 75 per cent of the em- 
ployees engaged in textile opera- 
tions. In 1932 there were 25,326 
workers receiving an average wage 
of $.359. Data for executives, of- 
fice clerks, employees engaged in 


Name Location Process 
Acme Rayon-Corpas. secs ee Cleveland, Ohio ..... Viscose 
American Bemberg Corp. ..... Elizabethton, Tenn... *Cupra 
Americanginka, COLD iste seen EnkayN.'©oe Viscose 
Celanese Corp. of America .... Cumberland, Md. .... Acetate 
Delaware Rayon Co, .......... New Castle, Del. «...«. Viscose 
Dupont Rayon, Cowes ButhalowiNa Verena Viscose 

i 2 i | afteneesanete os Old Hickory, Tenn. .. Viscose 

2 ie Leche sae eas Richmond Viaeemeee oe Viscose 

As 2 ee acres Waynesboro, Va. .... Acetate 
Hampton Companye-e- erica « Easthampton, Mass. .. Viscose 
Hartford Rayon Corp. ........ Rocky Hill, Conn. .... Viscose 
Industrial Rayon Corp. ........ Cleveland, Ohio ..... Viscose 
Industrial Rayon Corp. ........ Covington, Va. ...... Viscose 
New Bedford Rayon Co. ....... New Bedford, Mass. .~ Viscose 
New Process Rayon, Inc. ...... Gloucester City, N. J. *Cupra 
North American Rayon Corp. .. Elizabethton, Tenn... Viscose 
Skenandoa Rayon Corp. ....... WtrcaNwNe Vea ore Viscose 
Tennessee Eastman Corp. ..... Kingsport, Tenn. .... Acetate 
‘Tubize Chatillon Corp, ........ Rome} Gave ceen ee Viscose 
Viscose: Companyienaeee eee Marcus Hook, Pa. ... Viscose 

8 1PM BEA et ENS ayevers Lewistonwieas seer Viscose 

ha ss. RCE RAR Meadville, Pa. ....... Acetate 

2 et ae Roanoke sViatemacee Viscose 

Me Degen Veta ce Sh ow eee Parkersburg, W. Va. . Viscose 
Woonsocket Rayon Co. ........ Woonsocket, R. I. .... Viscose 

*Cuprammonium 
During 1920 and 1932 the Bu- the construction of buildings, 


reau of Labor Statistics conducted 
two surveys on ““Wages and Hours 
in Rayon and Other Synthetic 
Yarn Manufacturing,” Bulletins 
Nos. 546 and 587. These bulle- 
tins show that in 1930 there were 
32,292 workers engaged in the 
actual manufacture of this product 
and receiving an average wage of 
$.441 per hour. Females consti- 
tuted 42 per cent of the total em- 


power-house employees and those 
whose duties were mainly super- 
visory were not included in the 
above. 

The regular survey of the Bu- 
reau of Labor Statistics indicates. 
that the average wage in this in- 
dustry for August 1936 was $.528. 
This includes all types of workers 
and therefore may not be com- 
parable to the detailed studies re- 
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ferred to above. No definite fig- 
ures are available as to the actual 
workers engaged in this industry 
today, but many authorities esti- 
mate the number to be 42,000. 
This country has produced all 
four types of rayon. However, in 
1934 the Tubize Company closed 
its plant at Hopewell, Virginia, 
which used the nitro-cellulose proc- 
ess, and sold it to a concern in 
Brazil, South America. In so far 
Mas it is known, this is the only 
rayon plant in the United States 
producing any amount of rayon on 
4 commercial basis that has ceased 
to manufacture yarn or disposed of 
its equipment. 

The production of rayon and its 
uses in this country have been phe- 
_nomenal. The percentage of rayon 

that has been consumed in the 

United States from 1920 to 1935 

in relation to the total consump- 
tion of the four principal fibres 

has increased from 0.3 per cent to 
7.5 per cent of the total fibre con- 
» sumption. 

Current information in the trade 
4s that the development and use of 
rayon in this country will continue, 
as evidenced by anticipated enlarge- 

ment by a number of leading com- 
panies. 

In considering the manvfacture 
of rayon or synthetic yarn, the ques- 
tion often arises as to whether it 
is a chemical or textile. Some 
rayon yarn manufacturers claim 
that it should fall within the lim- 
its of the chemical industry, others 
that it should be considered as part 
of the textile industry. 

During the National Recovery 
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Administration, “Rayon and Syn- 
thetic Yarn Producing Industry,” 
Code No. 14, was under the juris- 
diction of the Textile Division, 
N. R. A. The discussion of the 
reduction of hours of work in the 
textile industry at the twentieth 
session of the International Labor 
Conference, in defining a textile, 
included the manufacture of syn- 
thetic yarn with the provision, how- 
ever, that all operations occurring 
prior to the point of excursion, 
which is the point in the manufac- 
ture of rayon where the chemical 
becomes solidified into a thread 
after it passes through the spinna- 
ret, were to be considered as chem- 
ical. 

Perhaps the best basis for deter- 
mining under which classification 
this product should fall would be 
to consider the purpose for which 
the product is used. Rayon and 
synthetic yarns go entirely into the 
textile industry, which should defi- 
nitely place them as textiles. How- 
ever, to further substantiate this, 
the surveys conducted by the Bu- 
reau of Labor Statistics in 1930 
and 1932 have been reviewed and 
the following shows the percentage 
of employees engaged in the four 
major classifications, excepting off- 
cials, office employees, power-house 
and those engaged in plant con- 
struction : 


Chemical house.......--++-> 7.33% 
Spinners... .-- 0-2-8 827 oe 13.61 
MMextikene ee ese eimes 52.61 
Other employees...-----+---> 26.45 


From the above you will note 
that spinners, who work at the 
point of excursion, are shown sepa- 
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rately in order that they may be 
classified either as within the chemi- 
cal department or the textile de- 
partment. If chemical, then the 
total employees engaged in that part 
of the plant are 20.94 per cent of 
the total employees. Other em- 
ployees, whose duties, according to 
the Bureau of Labor Statistics, 
were so varied that it was impos- 
sible to classify them, can be con- 
sidered separately or within the 
textile department since in a textile 
plant there are many employees 
whose duties are likewise too gen- 
eral to classify. 

These figures clearly indicate, 
from the point of the actual em- 
ployees engaged in textiles, that 
rayon should be considered as fall- 
ing within the textile industry, not 
only because of the percentage of 
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employees engaged in these op- 
erations, but also because a great 
portion of those engaged in the 
chemical department should be con- 
sidered as operating executives or 
supervisors as their duties are prin- 
cipally confined to chemistry. 
Rayon in its early stages, while 
known as artificial silk, was con- 
sidered by many as an inferior 
product and people were reluctant 
to use it. Perhaps this was justi- 
fiable, due to defects in its manu- 
facture. However, with the con- 
tinued research and perfection of 
this product, today it can no longer 
be considered as a substitute, but 
must be recognized as a successful 
man-made fibre that has established 
itself in the textile industry, by 
far exceeding in consumption silk 
which it was created to imitate. 


- are women. 


textile industry in 


a $13 average weekly wage. 
this time the textile industry had 
the lowest wage scale of any among 
74 industries being analyzed. 
These studies revealed that wages 
were lower in the mill villages. 
‘However, this social plan of living 
is quite well established and it will 
take time for its removal. 

Almost one-half of the opera- 
tives and laborers in textile mills 
There are also more 
~ than 30,000 women clerical work- 
ers employed in the industry’s of- 
fices. 

While men and women alike 
work in certain occupations, the 
heaviness or suitability of other 
tasks determine whether women 


Phases of Labor Problems of Women 
in the Textile Industry 


or men perform the function. 
Thus spinning, usually performed 
by women, requires more skill than 
used by men_ tending clubbers. 
However, the wage level for 
women is lower than that of men. 
The N. R. A. policies brought the 
greatest increases to the lowest paid 
groups and hence women were 
more greatly benefited since they 
constituted a large part of the low 
earning groups. 

In 1932 a study showed median 
earnings of $7.70 for South Caro- 
lina women mill workers, 55 hours 
being the schedule for 122 out of 
128 mills. After the establishment 
of codes, the median was $11.18, 
an increase of 52 per cent. The 
‘ncrease for men approximated PA 
per cent. For those earning an 
hourly wage less than 30 cents an 
hour, codes brought increases of 
from 40 to 110 per cent and those 
receiving 30 cents an hour or more 
received from 23 to 52 per cent 
increases. ‘Lhese studies did not 
show that the minimum wages be- 
came maxima. Various other data 
‘ndicate that over a period of time 
the percentage of women earning 
above the minimum wage increased. 

A maximum hour law for women 
has been enacted in all but five 
states. During 1932, over ong 
fourth of the women reporting in 
South Carolina mills worked 55 
hours—the legal limit. 

After the introduction of codes 
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one study revealed a 12 per cent 
decrease of average weekly hours 
in the silk industry but average 
weekly earnings increased 26 per 
cent. 

In 1930-31, under leadership of 
the Cotton Textile Institute, from 
80 to 90 per cent of the cotton 
mills agreed to limit weekly hours 
to 55 on day shift and 50 on night, 
making a total of 105 operating 
hours a week, with a special proviso 
banning the employment of women 
and children on night shift. The 
minority not signing were able to 
undersell and fill orders more 
promptly. Consequently many 
abandoned the project. By 1932 
in a single southern state 92 out 
of 129 mills had a weekly operating 
schedule over 105 hours and 44 out 
of 98 mills operating two shifts 
employed women at night. “These 
studies reveal that the setting of a 


PLAN AGE 


minimum wage and of maximum 
hours tends: to prevent unfair com-: 
petition between mills, allowing: 
those with poor labor standards toi 
undersell those with good; to im- 
prove hours and wages for the 
lowest paid and the better paid 
workers; and to give buying powerr 
to a larger proportion of people. 
The stretch out or speeding up» 
process began about 1924, working: 
especial hardship on women. Re-- 
spect for human welfare necessi- - 
tates a study of this problem, con-- 
sidering not only the mechanical | 
elements usually studied by engi-. 
neers but also the more intangible: 
social aspects involved, particularly 
as they relate to welfare of women. 
One suggestion has been that 
through cooperative efforts of shop 
committees and representatives of 
management, studies could be made 
and changes introduced gradually. 


ties. 


Child Labor in the Textile Industry 


menced with child labor. 
Samuel Slater in 1790 in 
Rhode Island opened the 
first cotton mill in the United 
States, the work staff being nine 
children between seven and 12 
years of age. This industry pos- 
‘sessed the advantage that women 
and children under a few overseers 
could do the work, thus relieving 
the men to their agricultural pur- 
suits. 

The first workingmen’s associa- 
tions in the 1830’s protested against 
‘the long hours of work common for 
children and the first legal regula- 
tion was directed to provide them 
with some educational opportuni- 
Legal regulation was slow 
enforcement 


‘and provision for 
slower. 

In 1900 approximately 18 per 
cent of the cotton mills of the 
‘United States were using children 


under 16 years of age (this group 


comprised 29 per cent of the labor 
force in Southern cotton mills). 


In 1926 and 1927, manufacturers 


in the South inserted advertise- 


“ments in leading papers to the effect 


that in the South there were ‘“‘no 
_ laws regulating the hours of women 
~ and children.” 


In 1920, the 20,000 children 


under 16 years of age reported as 


cotton mill workers were about half 
the number reported in the pre- 
ceding national census. The de- 
crease was marked for the South 
and particularly for children under 
14 years of age. In 1920 the mini- 
mum age of workers in cotton mills 
had been raised to 14 in all states, 
with certain exceptions for Georgia 
and North Carolina (poverty law 
and sole support). 

The period 1920-30 witnessed 
lessening opportunity for work in 
mills, children and adults alike. 
However, nearly 20,000 children 
under 16 were registered in the 
1930 census as textile industry 
workers. Among the textile in- 
dustries the number of children 14 
and 15 years of age in cotton manu- 
facturing decreased less than any 
other part. 

The N. R.A. in 1933 introduced 
a great change in child employment 
in the textile industry. The cot- 
ton, textile, silk, wool, rayon and 
hosiery industries all fixed the min- 
imum age of 16 for employment 
and a basic 40 hour week applying 
to minors and adults alike. This 
experience, despite invalidation of 
N. R. A,, undoubtdly influences 
present practice, although there is 
a little evidence of continuance of 
employment of children under 16 
to a restricted degree. 


Social Aspects of Southern Cotton Mill Workers: 


Stead HE evaluation of the cot- 
Sh pal ton mill worker by south- 
% ern whites places him on 
a very low rung in the 
scale of white industrial workers. 
He operates under a social stigma 
which is difficult to remove. 

Over 90 per cent of these work- 
ers are for the most part, descend- 
ants of native white stock. While 
educationally deficient, their ca- 
pacity to learn is equal to other sim- 
ilar groups in the South. Nor 
can they be considered morally de- 
generate on a southern scale of 
moral degeneracy, since they are as 
moral as any other group. A large 
proportion are physically defective 
but the economic destitution of 
cotton mill workers hardly permits 
them to purchase the balanced diet 
and medical attention sadly needed. 

A fundamental explanation of 
this low status is rooted in southern 
social and economic history. After 
the Civil War, with the breakdown 
of the agricultural economy due to 
freeing of slave labor, cotton mills 
were established. These drew their 
labor from the tenant farmers of 
the lowlands and the mountaineer 
group which had been pushed on to 
the most unproductive soils by the 
plantation system. These two 
groups were herded together into 
mill villages developed by the mill 
owner and constituted a segregated 
group of people socially rejected. 
This isolation has continued with 
the passing of time and their unde- 
served position as dregs of the 


southern white has become an ac-- 
cepted tradition. 

The mill village may be charged! 
with accentuating and perpetuating? 
this evaluation of the cotton mill! 
worker. A large number are iso-- 
lated, a few are on the outskirts of | 
a town or city, and some are lo-- 
cated within the corporate limits. . 
Regardless of location, the mill! 
workers are a segregated group! 
possessing their own schools (at: 
least through grammar grades), , 
their own churches, clubs, and so- - 
cial life. Victims of a paternal- + 
ism of varying qualities, initiative : 
on the part of workers is easily ' 
stifled. However, the mill village 
offers more goods and services to | 
the mill hand than he would have. 
as a tenant farmer, cropper, or poor 
mountaineer. The group living and 
group action of the mill village also 
provide valuable experience to the | 
extremely individualistic moun- 
taineers and lowlanders who be- 
come mill workers. 

Education constitutes one of the | 
major influences for social better- 
ment of the southern mill hand. 
An increasingly large proportion 
are grammar and high school grad- 
uates. The contact of these school 
children with the social sciences 
broadens their viewpoint. Natur- 
ally this thinking will ultimately 
translate itself into positive action. 
This rise of the educational level of 
the mill worker is serving to break 
down the thesis that they are illit- 


rate and, therefore, intellectually 
nferior. 

The advent of the automobile, 
oving picture, and radio gives the 
ill worker insights into social life 
£ modern times, vistas forbidden 
o their parents. Today the Bible 
is expected to be interpreted as a 


social gospel. 
The NRA offered the first op- 
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portunity for unionization and this 
start will serve as a basis for in- 
creasing consideration of the mill 
worker as an economic and po- 
litical force. An increasingly lib- 
eral public opinion, as evinced by 
southern colleges and newspapers, 
is another factor which tends to 
champion the cause of human rights 
of mill workers. 


Statistical Appendix 


TABLE 1 


Hours of Work—Cotton Goods U. S. 


1932 1933 1934 1935 
Hours Hours Hours’ Hours 
per per per per 
Week Week Week Week 
JanWary <7. «cc ss ane 45.2 34.1 35.2 
Rebruaty sacs se Fhe 45.2 34.9 35.6 
IMfar-chiy “srs stern RA) 43.9 35.6 35.1 
PA Dra ccasere ogartetonenoe ds sere 45.1 35.6 33-3) 
IVE ay? intaqe <tetcrers a5 cuss Sens 47.9 Se5 33.4 
Wuaneme Ae nee eos Are 49.2 28.8 32.1 
uals saircele oes net 49.0 30.1 32.4 
ASUS bs son tert ore oysters sisi 36.5 29.7 33.2 
September ........ ate 36.0 30.8 35.1 
OCtObeE = cae cies 48.0 35.2 34.9 36.4 
November see 5-n 46.4 sas 33.9 36.0 
December. .h.cces 45.6 Boe 37.5 
TABLE 2 
Hours of Work—Woolens & Worsteds U. S. 
1932 1933 1934 1935 
Hours Hours Hours’ Hours 
per per per per 
Week Week Week Week 
January wept Be 44.9 33.8 36.9 
Hebruaryicosok os 46.5 35.6 37.0 
Marchese cnemcrtes 36.8 34.6 36.2 
Aprilltass fete 41.8 34.5 35.5 
May Ark. Aoacaetaek 45.5 See 36.2 
AJ MIN srogoperecccsvoeetere 48.3 32.1 37.2 
JUil yates, Mike bene ao cieceiere . 48.5 Boe 36.7 
AURUSE ey ee ceciee tas 41.0 32.0 36.6 
September ........ shea 37.3 30.8 36.7 
October «oa cuccwnee 46.0 34.8 31.5 37.6 
sNovember...0.. st. 41.9 32.9 33.3 36.3 
December ........ 45.3 34.3 36.9 38.3 


1936 


Hours 
per 

Week 
35.5 
36.9 
36.5 
36.8 
36.9 
36.9 
37.3 
38.0 
37.0 
38.3 


1936 


Hours 
per 
Week 
37.0 
36.8 
35.5 
35.3 
35.6 
35.8 
36.0 
36.5 
33.3 
36.0 
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TABLE 3 
Hours of Work—Silk and Rayon U. S. 


ee SS ee eee Te 


1932* 1933 1934 1935 1936 


Hours Hours Hours Hours Hours 
per per per per per 
Week Week Week Week Week 
JiGithela'e Geocomos ec or 39.8 31.0 34.4 34.7 


February ....----- Se 40.9 35.8 34.6 33.8 
IME Boo oaomodEC Riets 36.9 34.6 34.6 35.3 
April. ..cs.ee eee cea 36.1 33.9 assy) 35.5 
IM EN PE Sn pucmo00TD a0 iets 40.6 32.6 3229. 34.8 
“June ....-+---eeee ape 42.2 32.9 32.9 Bee 
Seal hth en a4 42.1 32.2 33.7 36.4 
August ....-.-++-+ eas 36.8 31.9 359 38.3 
September .....--- ae 34.1 28.7 35.5 36.2 
October ....------ 43.5 34.8 33.8 36.6— 38.1 
November ......--- 43.5 34.8 34.4 35.2 Sere 
December ......--- 41.2 eel 34.5 36.6 es 
* Silk only. 
TABLE 4 
Average Actual Weekly Hours for Selected Textiles 
1933-1936* 

J ee as 
YEAR INDUSTRY 

Woolen and _ Silk and All 

Worsted Rayon Cotton Textiles 

4933) aee 3 ereiele «exer 41.9 37.4 35.2 
ICKY Sia ODDO 33.51 33.47 33.2 aie 
DS Bie reveyeict> ons vevere or 36.8 34.7 34.6 34.2 
OSG tenictsarete steven 36.2 36.2 37.4 36.6 
Average—4 years. 37.1 35.4 35.1 : 


* Source: Bureau of Labor Statistics. = 
+ Nine-month average. Source: ‘Textile Reports,” B. L. Ss. 
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TABLE 5 


Movement of Wages Between July, 1933 and July, 1934: 
Northern and Southern Cotton Textile Workers* 


Section and Criterion July, 1933 Aug., 1934 9% of Increase 
Hourly Rate: 
INortheetaey asters sets .273 414 51.6 
South oe. sen eee 198 347 75m 


Average Full-time 
Weekly Earnings > 


North nce 16.16 16.56 225 

South were -acprl tacit 13-52 13.88 2.7 
Average Actual 
Weekly Earnings: 

IN OEEN Fa ee.cich Here Bicreee 1SOL9) 13.63 3.3 

South wane. ere: 9.82 10.24 4.3 
* Computed. 
1. Data in first column refer to August, 1933. 

TABLE 6 
Average Annual Earnings in Selected Textile 
Industries, 1919-1936 * 
- Industry 
Woolen and Silk and Synthetic 

Year Worsted Rayon Cotton Yarn 
1919. e<0nen $1,008 $ 354 $ 798 (+) 
1921 eee. 1,007 934 772 (+) 
ESS Soaoe 1,146 1,013 816 (tT) 
TU et ae 934 672 666 (+) 
OER legate 801 672 570 (+) 
1935's 53.553 932 837 677 $1,009 
BO, sulone 928 790 716 1,057 


* Figures for 1919-1933 inclusive taken from Cabinet Committee’s 
Textile Report to the President of the United States, July 29, 1935. 
Figures for 1935-36 inclusive computed on the basis of B. L. S. 
weekly earnings figures and 52 full working weeks a year. The 
textile industry does not now, and has not ever worked 52 full 


weeks a year. These figures are, therefore, high. 
t Not available. 
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Relative Weekly and Hourly Earnings in Cotton Textiles: 
North and South* 


Average Full- Average Average 
time Weekly Actual Weekly Earnings 
Earnings Earnings Per Hour 
(1918=100) | (1918=100) (1907=100) 
Year South North South North South North 
AS Oa etetetencvornct® Be 100 100 
NOUS) 2 GSo0 506 102 94 
jh 8 iseoicio dic : 108 95 
SES ede cieisis! over , 124 112 
BONAR reicssherctore 55 119 111 
A Oi Gitectekss =) <0) oe oe sate es 136 139 
OES lore ohoiersisien« 100 100 100 100 201 205 
iDEA Shorea cae 238 163 241 161 440 360 
LODZ ape eras 147 127 158 124 275 277 
A O2 A Pavesi sore) 161 146 158 126 299 317 
WOWS . eek opone 154 129 150 123 Pad 271 
AQ 2 Serre t8o Sosa 156 129 140 113 283 267 
TIE) visa eieoree 155 119 144 109 268 251 
GS Zeke avn aess 139 102 243 208 
TOS3ePuly meer 0 his 121 83 192 176 
1933 August . 137 97 145 93 328 261 
1934 August . 141 99 126 85 337 267 
* Computed. 
TABLE 8 


Average Hourly Earnings, All Occupations Combined 
Full-Fashioned Hosiery Industry 


ee a eres aT 
Number of Average Earnings 


Year Employees Per Hour Relative 
NZ e sme ie wee 28,991 $ .670 100.0 
MOSS erie ecievocins weetaucee 52,009 380 56.7 
GE = cducomoabeeoaue 55,122 624 93.1 
OOM ar ipon ccm acoue 50,896 665 99.3 


Figures taken from monograph by 
Geo. W. Taylor and Lillian B. Goodman. 
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TABLE 9 


Average Hourly Earnings, All Occupations Combined 
Seamless Hosiery Industry 


Average Earnings 


Number of é 
Year Employees Per Hour 
LO DOME as mon Sea 21,280 $ .308 
OBES co arnpioe® Gocuocss 3 41,294 188 
NDS Ae Sramtrscthe. alc oes ane oseueneren tie 37,703 383 
OO cnr Tora cnt ac 31,288 388 


Figures taken from monograph by 


Geo. W. Taylor and Lillian B. Goodman 


TABLE 10 


Relative 
100.0 
61.0 
124.4 
126.0 


World Rayon Production, by Countries, for Selected Years 
Total Production in Thousands of Pounds 


1934 1930 
Atistr awesome 1,930 1,730 
Belgium cree eee 9,400 11,650 
Brazil cc ceee ee 2,975 620 
Canadas... 8,700 5,400 
Czechoslovakia ... 5,680 5,070 
Prance’2:. heer 60,000 40,600 
Germanys. eee. 90,000 59,100 
Great Britain ..... 88,900 47,000 
Greece. .cn oaeer 200 gis 
FLUNG ate eer 110 750 
Ttalyinters sah srotiares 84,150 66,300 
Jaane os ores 153,100 36,600 
Netherlands ...... 21,900 17,600 
Polands. 292.2202" 9,700 55950 
Russtaincan acer 11,900 1,320 
Spain@y. xcenraccae 4,950 3,350 
Sweden .......... 1,030 465 
Switzerland ...... 10,165 9,900 
United States ..... 210,330 126,805 


Total Production.. 775,120 450,285 


1925 
3,300 
11,000 
510 
2,190 
14,300 
26,000 
29,500 
660 
30,700 
3,200 
6,000 
1,375 
220 
185 
230 
5,275 
51,900 


186,545 


1920 
or 
#* 


ee 
1,300 
10,230 


33,100 


1913 


1,540 
3,000 


3,300 
7,700 
6,600 
330 
"600 


"310 
1,815 


25,195 


** Thought to have been some production, but exact amounts un- 


known. 


Technology and National Policy 


By 


WILLIAM F. OGBURN 


1 the two aspects of plan- 
{ formulation and ex- 
ecution, the following 
remarks deal with the 


former. 

~ It is obvious that planning con- 
cerns the future, yet there is not 
enough focus on what is to come. 

We seem to be looking backward 
as we drive rapidly through the fog 
across open country on our course 


toward the future. One reason 
for this lack of attention is that 
little is known about the future and 
hence there is a tendency to avoid, 
more or less unconsciously, the un- 
_ known ahead. Another reason lies 
in our egotism and optimism, which 
shows itself in the boastful assump- 
tion that man made his civilization, 
‘and hence he can make the future. 
- With such confidence, it is not 
necessary to try to forecast the fu- 
ture; all that is needed is to decide 
what we want and then go after it. 
But despite our pragmatic philoso- 
phies, the future is still made by 
| social forces and not by our wishes. 
A much more effective procedure is 
to inquire what the future will 
probably be, and only after achiev- 
ing as accurate a delineation as 
possible is it time to allow expres- 
sion of our wants by asking in what 
way the probable course of events 
can be modified or bent to human 
wills. 


Inquiry into the future is at pres- 
ent only to a very limited extent 
subject to scientific method. As an 
art, what is needed is experience in 
forecasting. If there were several 
magazines devoted to the future 
and a decade of work on the subject 
by a considerable number of 
scholars, we should be able to pre- 
dict somewhat better. Proper plan- 
ning needs such a supporting body 
of material and men. 

The future cannot be read simply 
and directly from the past, for in an 
age of change such as ours history 
does not repeat itself. How then 
can the probable future be forecast ? 
One method is to project trend lines 
forward. ‘The error increases as 
the distances projected become 
greater. This method, even when 
applicable, is hardly reliable unless 
it is supported by a consideration 
of the probable course of the va- 
rious factors that give direction to 
the trend line. Thus the projection 
of the trend line of the birth rate 
would reach zero and automobile 
production would get beyond the 
saturation point, but a knowledge 
of population factors helps to cor- 
rect errors due to these extreme 
projections. A statistician, how- 
ever, is a very good person to con: 
sult about the future. 

But it is equally as worth while 
to learn from the inventor, or 
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rather the student of inventions and 
applied sciences. ‘The reason that 
a knowledge of technology is a 
great aid in estimating the future is 
the important role that invention 
and applied science play in causing 
social changes. Invention is an im- 
portant impetus to a vast amount 
of social changes. Examples are 
the effect of gunpowder on feudal- 
ism, of the cotton gin on the south- 
ern states of the United States, of 
steam on the family, of the air- 
plane on war. There will probably 
be over a million new patents 
granted in the next twenty years. 

Important inventions that should 
be watched for their effects on the 
future are television, facsimile 
transmission, the photo-electric 
cell, lighting inventions, air condi- 
tioning, mechanical and chemical 
inventions affecting agriculture, ar- 
tificial fibers, factory made houses— 
stationary and mobile, contracep- 
tives, alloys, plastics, steep flight 
aircraft, the airplane, talking books, 
printing inventions using photo- 
graphs, various electrical appli- 
ances, and the production of 
hormones and vitamines. 

Most of these inventions are be- 
yond the experimental stage and 
may be expected to be used increas- 
ingly in the future. But it is pos- 
sible to foresee inventions even 
earlier, since on the average they 
take about thirty years to mature. 
The difficulty is in knowing which 
ones will die and which ones will be 
put to use. 

It is not the direct effect of 
these inventions that causes social 
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change so much as secondary or 
derivative effects. The direct ef- 
fect of the airplane is speedier 
transportation, but a derivative ef- 
fect is the injection of the civilian 
population into war as never known 
before, and the necessity of plan- 
ning to protect the central electric 
stations, the water mains and reser- 
voirs. ‘The influences of the fore- 
going inventions are in the direction 
of rendering state lines less signifi- 
cant, encouraging regionalism, fur- 
thering injury to local government, 
promoting nationalism, increasing 
friction between nations, changing 
the consumption of national re- 
sources, accentuating the serious- 
ness of lags in the mobility of 
population, causing a southward 
shift in the course of civilization, 
reducing the isolated areas, fur- 
thering standardization and uni- 
formity, making privacy more 
dificult, giving immensely more 
power to propaganda, endowing the 
home and family life with more 
conveniences such as theatres and 
written bulletins, producing more 
unemployment, creating a greater 
surplus of farmers, making farming 
more like urban industry, spreading 
the big city farther outward, draw- 
ing the population closer to the 
environs of big cities and to paved 
highways, increasing outdoor rec- 
reation at night, improving and 
promoting health by education with 
visual and sound aids, influencing 
particular industries such as the 
moving picture, real estate, news- 
paper, etc. 

Some social effects of inventions 
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are not especially difficult to fore- 
see, though the degree of the 
influence is not easy to measure. 
Furthermore the timing of their 
influence is especially difficult, due 
to the number of complicating 
factors. 

From the foregoing list it is clear 
that inventions affect institutions 
other than industry. Indeed 
changes in an institution may oc- 
“cur because of invention, social or 

otherwise, within the institution, 

or from impinging forces outside 
the institution. Planners are not 
likely to consider adequately these 
outside forces. This is the reason 
that general reports on change and 
technology, giving broad_perspec- 
tives, are important. This fact 
also emphasizes the need of an over- 
all planning board. In a democracy 
such as ours, every major depart- 

ment of government should have a 

sub-committee on planning whose 

assignment is to report on the im- 
, pending effects of inventions and 
scientific discovery as they influence 
the work of that department. Pri- 
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vate industries, and other institu- 
tions, should have similar commit- 
tees. But above all, there should 
be a consultative and advisory 
planning committee, whose func- 
tions would include coordinating, 
giving balance, and providing 
perspective. 

The imperative need of such 
committees is little appreciated. 
Inventions come before we are 
aware of their possible effects. 
Witness how the carriage with the 
combustion engine caught the rail- 
roads and the cities unprepared. 
We seem to be spending most of 
our time trying to catch up with 
the inventions. Social problems, 
such as social insurance, crime, di- 
vorce, and the supreme court, arise 
because of delays and lags—not in 
planning—but in keeping up with 
inventions. ‘The desperate cry that 
we stop all invention and scientific 
work until the social institutions 
can catch up is rational but hardly 
realistic. Planning is the answer, 
but the magnitude of the task is no- 
where appreciated. 


A Prologue to International Planning 


By M. H. 


I 


OMETIME early in 1938 
there will convene in 


y <=) 


ital, an international committee on 
public works. This committee will 
be set up in accord with instruc- 
tions given to the governing body 
of the International Labor Confer- 
ence by the plenary session of that 
conference held in Geneva in June, 
this year. It is likely that the 
United States will appoint before 
October a representative or repre- 
sentatives to sit on this interna- 
tional committee. 

The first meeting of the inter- 
national committee will likely be 
for the purpose of adopting a 
uniform plan or questionnaire to 
be sent out to each participating 
nation. There is little doubt that 
this event has significance quite be- 
yond its present news value. It 
may well mean the beginning of 
international planning in a field 
that has had traditionally a cor- 
rective influence upon the fluctua- 
tions of the business cycle. 

The committee on public works 
will be composed of official rep- 
resentatives of each participating 
nation and representatives of em- 
ployers and workers in those na- 
tions. In addition, experts from 
related committees of the League 
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of Nations and other authorities; 
are likely to be included. 

The action of the Geneva Con- - 
ference in June involved three: 
documents—two recommendations ; 
and one resolution. The draft: 
resolution provides for the setting » 
up of an international public works 
committee as described above. The 
first draft recommendation provides 
for the full study of all matters 
pertaining to, and germane to, the 
subject of public works. The lan- 
guage is broad. Every type of pub- 
lic work is to be treated, including 
roads and bridges, railways, agri- 
cultural land reclamation, canals, 
soil erosion, water supplies, docks 
and wharfs, ship building, airports, 
all sorts of building and construc- 
tion works, electric stations, gas 
works, telegraph and_ telephone. 
Armaments are not expressly stated. 
Repairing is to be done on work 
done by federal, state, municipal 
and regional authorities. A sharp 
distinction is made between emer- 
gency relief work and planned pub- 
lic works. The committee hopes 
that under a system of properly 
planned public works there will 
never be a need for emergency relief 
work; at least the need will be 
greatly lessened. 

The second draft recommenda- 
tion is of more far-reaching interest. 
It provides for national planning 
of public works and involves pro- 


found economic concepts. The 
international committee which is 
to be set up is to study the trade 
cycle as if it were a controllable 
set of circumstances and to take 
steps to provide methods for such 
control. A national co-ordinating 
body is advocated which will cen- 
tralize information and encourage 
the preparation of public works in 
advance of the need. Questions 
of financing and questions of taxa- 
tion are to be studied and con- 
fronted. The prevailing rate of 
wages is set as a proper standard. 


Il 


Anyone (as this writer did) who 
had the opportunity to sit upon the 
_ public works committee at Geneva 

in June saw the preliminary proc- 

esses of international planning. 
_ The committee was large, number- 
ing sixty members. It met in the 
assembly room of the International 

Labor Conference and numbered 
» among its members the leaders of 
employers, governments and labor. 
For the first time since the United 

States has been a member of the 

International Labor Conference 

the debate was direct, frank and 
fundamental. Capitalistic econ- 
omy was dissected. 

Undeveloped nations like Poland 
and Jugoslavia declared that they 
cannot extend public works in bad 
times, but only in good times when 
their taxes are coming in. They 
said, too, that they have found that 
their credit was not sufficient in 
bad times to enable them to borrow. 
This brought up the question of 


PROLOGUE TO INTERNATIONAL PLANNING 


169 


loans by rich industrial countries 
to undeveloped agricultural coun- 
tries in bad times. No decision was 
reached and this important question 
of co-ordination of international 
loans will be one of the questions 
which will be referred to the 
contemplated international public 
works committee. 

One of the most important de- 
bates was on the question of timing. 
The recommendation as drawn by 
the International Labor Office did 
not go into the niceties of the ap- 
plication of public works moneys 
to declining markets and falling 
employment. The consensus of 
opinion seemed to be that public 
works must be a continuous process, 
that taxes must be collected in good 
times to create reserves ; that plans 
must be evolved for extensive pub- 
lic works in good times and that 
a proper relation between durable 
and consumers goods must be main- 
tained; at that moment when it 
becomes apparent in any nation 
that cyclical unemployment is in- 
creasing, the extensive public works 
program must be put into effect. 

Throughout the debate of two 
weeks at Geneva it was apparent 
that the hoary old class struggle 
djd not enter into the deliberations 
of the meeting. “There was a sur 
prising unanimity between labor 
and_ employer representatives on 
many profound points. This leads 
to a query: Have we in the plan- 
ning concept a great new unifying 
principle for communities which 
have been torn by economic and 
industrial strife? 


Regulation of Hours 


By SOLOMON BARKIN 


INDUSTRIAL recovery 
gains momentum atten- 
tion is usually diverted 
from the basic problems 
of our economic system to the more 
immediate daily technical operating 
issues. In our present recovery in 
the United States a more enduring 
interest in these basic problems is 
evident. The primary questions of 
unemployment and labor’s status in 
our economic world have been kept 
in the forefront more persistently 
than ever before by the efforts of 
labor to secure economic independ- 
ence and improvements in working 
conditions through organization, as 
well as by the attitude of federal 
and individual state governments 
which, accepting the responsibility 
of keeping human suffering down 
to a minimum while unemployment 
persists, have directed the attention 
of the public to industry’s essential 
responsibility for providing work. 

To the worker, income, hours 
of work, conditions of employment 
and the opportunity to work con- 
stitute the chief indices of the effi- 
cacy of an economic system. His 
economic objectives are expressed 
in these particular terms. Inade- 
quate income, excessive working 
hours, deleterious and taxing con- 
ditions of employment or insecure 
tenure, all—or one or more of these 


factors—furnish the basis for wide- 
spread movements of discontent, 
kindle demands for social reform 
and change. They also inspire 
basic challenges to the social struc- 
ture. A continually advancing 
social order founded on the dem- 
ocratic principle of effecting change 
when the need for it appears ap- 
parent, must meet these issues and 
satisfy the expectations of its work- 
ing population. Working people 
constitute the mass of the popula- 
tion and it is for them and their 
needs that industry is organized. 
Social peace can only rest safely on 
adequate returns to all labor. 

Methods have been considered 
for dealing with this problem as a 
consistent whole as well as with 
each phase of the problem sepa- 
rately. All aspects of the problem 
are interrelated and their control 
affects the whole life of the worker 
in all of its aspects. The basic 
right is that of organizing and 
joining and belonging to unions 
without fear of discrimination or 
intimidation from employers. In 
this analysis, however, we shall 
consider one aspect alone of the 
worker’s life, namely, hours of 
work, 

Control of the hours of work 
has been hitherto effected through 
collective agreements and through 
state and federal laws. But each 
method has hitherto been limited 
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in its sphere of influence. 


lective agreements have been re- 


stricted primarily to skilled male 
employees, while legislation has 
been used chiefly for the regulation 
of the hours of female workers. 
Within their respective fields, both 
methods have blazed the trail and 
set the norms for the group rather 
than controlled the actual hours of 
_ work of large numbers of persons. 
More far-reaching control of the 
terms of employment than now 
prevails has been recognized as nec- 
essary by many persons. ‘These 
include not only those favoring 
actual reductions in working hours 
but also those industrialists who 
are- seeking competitive stability 
through uniform terms of employ- 
ment within each industry. Since 
the NRA initiated the idea, em- 
ployers have maintained an intense 
interest in voluntary employers’ 
agreements concerning the mini- 
-mum terms of employment. They 
have sought methods of stabilizing 
competition by eliminating the 
tendency created by some employ- 
ers of depressing prices by under- 
cutting labor costs through longer 
hours than those maintained by 
competitors. In periods of declin- 
ing prices, or in industries facing 
particularly serious economic prob- 
lems such as chronic overcapacity, 
industrialists have become _ espe- 
cially impressed by the disastrous 
effects of this form of competition. 
They have been particularly keen 
about securing uniform basic terms 
of employment and wiping out the 
excessive hours worked in some in- 


171 


dividual sections of industry. 
The current sympathetic interest 
of management in the drive to 
unionize the textile industry has 
been derived chiefly from this re- 
alization of the value of industry- 
wide unionization toward achieving 
these ends. Employers have de- 
sired to divert competition from 
varying conditions of employment 
to other factors. Uniform hours 
of work have appeared to them to 
be a significant part of this pro- 
gram. 


II 


In the codes of fair competition 
under the NRA, one may find the 
most comprehensive effort in the 
history of the United States at 
securing such stability in labor 
costs. These codes were proposed 
by employers on the basis of agree- 
ments among themselves as to their 
common needs. Except for a small 
group of industries in which or- 
ganized labor was influential or 
where the NRA had strong ad- 
vantages in negotiations or where 
management itself proposed shorter 
hours, the 40-hour week was ac- 
cepted as the prevailing basic, and 
in some cases as the maximum, 
week. Nevertheless, many indus- 
tries provided for seasonal toler- 
ances which granted employers 
permission to work their employees 
beyond these basic hours, usually 
up to 48 hours per week. The 
industries which were aware of the 
necessity of uniform maximum 
hours fixed this maximum very 
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carefully to assure similar condi- 
tions for all competitors. 

Other industries, more con- 
cerned about resisting reductions 
in the hours of work, provided va- 
rious types of seasonal and peak- 
period tolerances and of occupa- 
tional exceptions and exemptions 
from the basic hour provisions. 
These tolerances frequently almost 
completely voided the effectiveness 
of the code hour provisions in 
stabilizing competition within 
these industries. As experience ac- 
cumulated within NRA and within 
these industries, this shortcoming 
was increasingly realized and more 
rigid hour regulations were devel- 
oped or planned to assure standard 
maximum hours for the entire in- 
dustry so as to furnish a uniform 
basis of competition. 

The problem of competitive 
uniformity as to hours of work 
extended far beyond the single in- 
dustry. NRA experience brought 
to light the tenuousness of any 
definition and of the very concep- 
tion of an industry. Distinctions 
among industries in terms of fields 
of competition, processes, compet- 
ing markets, source or type of labor 
supply, are all inadequate. 
secure fair competition similar if 
not identical basic minimum terms 
of employment must be established 
within at least the basic groups of— 
if not in all—industries; otherwise 
competition will continue at the 
price of labor and will persist in 
being unfair. In NRA experience 
this tendency was definitely dis- 
closed in the marked similarity in 
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the basic hour provisions in codes. 
Differences existed primarily with 
respect to exceptions and exemp- 
tions. These, it must be added, 
were induced and approved not 
exclusively for basic technical rea- 
sons or after any thorough study 
or extensive research, but rather in 
the haste of the negotiations of the 
code. They disclose the compara- 
tive bargaining power of industrial 
groups rather than industrial need. 
In fact, final NRA policy disap- 
proved of many of these exceptions 
and exemptions and rigidly re- 
stricted many of those which it 
had tentatively approved as toler- 
able until more far-reaching studies 
had been made. Fair competition 
requires increasing uniformity in 
the hours of work. ‘Technical re- 
quirements of industry do not call 
for widely variant basic working 
hours for employees in different 
industries. 

Control of the hours of work 
also rests upon a need peculiar to 
our society with its varying levels 
of business activity. Employers 
tend to limit their increases in em- 
ployment, as rising demand is re- 
peatedly considered by employers 
as a temporary condition, particu- 
larly in so far as personnel is 
concerned, ‘They meet each new 
demand in so far as possible, par- 
ticularly in the case of jobs re- 
quiring persons with considerable 
training or skill, by extending 
existing hours of work. Along 
with the advantage of using skilled 
persons already employed in the 
organization to escape the cost of 
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training and adjusting new em- 
ployees to the factory routine, the 
employer also increases the satis- 
faction of his own employees with 
their lot through larger incomes 
from overtime pay and relieves the 
pressure on the wage scale, espe- 
cially if the employees have been 
‘work-starved. ‘The result is that 
much overtime develops, new em- 
ployees are not trained, reemploy- 
ment is not stimulated, bottlenecks 
result and costs are increased ex- 
cessively during the periods of 
markedly rising production because 


~ of the need of introducing new 


persons at the very periods when 
they can be least effectively ab- 
sorbed. Delay and higher costs 
are the result. 

This train of events was noted 
during the NRA period whenever 
loose regulation of hours did not 


_ prohibit employers who found it 


desirable from working longer 
weekly hours than set by the basic 
week. Particularly noteworthy are 
the experiences in industries with 
codes establishing averaging pro- 
visions respecting hours. Employ- 
ers in these instances repeatedly 
asked for exemptions from. the re- 
quirement to average out the 
longer weekly hours worked at the 
beginning of the period, because 
they usually consumed large parts 
of the permitted maximum hours 
within shorter than the prescribed 
periods. When a sharp demand 
appeared at the end of the aver- 
aging period, they found them- 
themselves without the necessary 
key persons, unless exemptions were 
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granted them from the basic hours 
in the code. Hour regulations 
under the NRA on the whole stim- 
ulated the hiring of new persons 
and prepared manufacturers far in 
advance of their peak periods with 
the personnel likely to be required 
at such times. 

With the withdrawal of NRA 
and the hour limitations of its codes 
this inducement for immediate 
planning and thought was removed 
and interest in new personnel was 
delayed as hours were lengthened 
whenever necessary by the general 
use of overtime. Regulation of 
hours of work allows for the super- 
vision of the influx and out-go of 
labor in an industry. 

The converse of the above situa- 
tion may be noted during a depres- 
sion. Regulation of hours permits 
uniform methods of distributing 
work in periods of underemploy- 
ment. It is conducive to maintain- 
ing within an industry the mass 
of skilled workers required for its 
operations. The labor supply is 
thereby conserved. A carefully 
planned system of control of the 
flow of labor in line with the 
industry’s future is made possible 
by the regulation of hours. 


Ill 


The strongest. stimulus to the 
demand for the control of hours 
comes from those who look to the 
reduction. of hours as a means of 
permitting labor to enjoy the in- 
creased productivity of industry or 
as a means of meeting the problem 
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of a national depression. To them 
the regulation of hours and the con- 
sequent uniform schedule of hours 
for industry are a necessary inci- 
dent to the reduction of hours. 
This group has approved of regula- 
tion to eliminate excessive hours 
of work and exceptions from pre- 
vailing norms established by labor 
organizations. Those advocating 
it have recognized that much good 
can follow from such regulation 
for workers in outlying areas and 
industries or in plants where the 
prevailing hours are not really ob- 
served. They view the regulation 
of hours by law as a safeguard for 
the standards developed in union- 
ized industries or sections of indus- 
tries and as a means of extending 
the gains of organized labor to 
other workers. ‘They realize that 
proper legislation will make avail- 
able the assistance of the state and 
government in enforcing standards 
secured through private contracts 
between employers and employees. 
All standards used by government, 
it is suggested by this group, should 
be founded upon those developed 
by organized labor through col- 
lective bargaining. 

The chief interest of this group 
in regulation arises from the desire 
to reduce the length of the basic 
work-week. This demand has been 
generally misunderstood by those 
who have failed to realize its basic 
premises. Consisting primarily of 
persons recruited from the labor 
movement, this group has built 
upon a very different outlook from 
that which governed the reasoning 
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of the President’s Committee on 
Industrial Analysis when it de- 
clared against the “shortening the 
hours of work below this standard 
(defined in terms of the compara- 
tive value of leisure and the en- 
joyment of goods) in order to 
spread work” on the ground that 
it would constitute a confession of 
failure in the economic system. 
Nor have the advocates of the 
shortened work week visualized 
that work spreading “may act to 
limit production . . . and so may 
do real harm.” ‘They have started 
from a very different point of view. 
They have conceived of the eco- 
nomic system as having as its pri- 
mary purpose that of serving the 
people. They could not think of 
the present situation as being nor- 
mal in the sense in which the 
Committee used the term, as there 
are approximately 6 to 8 million 
persons still unemployed, despite 
the increase in industrial activity. 
Nor could they assume as sound — 
any system of thinking which does 
not take cognizance of the social 
loss due to the idleness and dete- 
rioration of the industrial and nat- 
ural resources of the country which 
have been built by past labor and 
savings. 

‘The movement for the shortened 
work week has been impelled by 
three principal motives. The first 
may be described as humanitarian. 
It was the basis of the demand for 
the ten, nine and the eight hour 
day. The physical strength of 
workers must be conserved for the 
welfare of the nation and to permit 
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them to be more self-respecting 
citizens. The physical demands 
of industry have been too onerous. 
Industry has maimed and exhausted 
its workers, and shortened unduly 
their lives and their active work 
periods. In fact from the point 
of view of management itself, the 
shorter work day or week was 
found directly profitable as pro- 
duction increased considerably, and 
frequently more than compensated 
for the decreased work period. 
This basis for the shorter work 
week is re-echoed in the present 
cry against the stretchout and ex- 
cessive work assignments. The de- 
mand for the six hour day in some 
industries rests on this basis. 

The second principal motive for 
advocating the shorter work week 
may be called the technological one. 
Industry has become more produc- 
tive. Efficiency has increased be- 
cause of improvements in methods 
and conditions of operations. Or- 
ganized labor has recently declared 
that it would not in any way stand 
in the way of technological prog- 
ress. It is labor’s hope to increase 
the wealth of the country and also 
to share more widely in it. In 
actual practice where an industrial 
technical improvement has been in- 
troduced in certain industries, in- 
creases in wages have been secured 
or dismissal wage programs have 
been accepted. But increased pro- 
ductivity is the result of a much 
more extensive and more manifold 
process. With this progress has 
come the demand for release from 
part of the work week. The de- 
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mand for leisure to enjoy the op- 
portunities for living has been 
particularly pressing during the last 
several decades. 

The third and most extensively 
presented basis for the further 
shortening of the work week is the 
recognition of the failure of current 
economic arrangements. ‘This po- 
sition is not founded on the belief 
that its defects are incorrigible or 
that only a radical revision of the 
social structure could possibly re- 
move the basis for its failings. It 
arises rather from the conviction 
that some basic adjustments are 
possible and need be made imme- 
diately. It rests on the demand 
that the incidence of the shortcom- 
ings of our economic system should 
not be heaped upon the worker and 
his dependents. It is a denuncia- 
tion of the traditional pattern of 
seeking business recovery through 
the lowering of living standards 
and the reduction of wages. Not 
only are these procedures considered 
ineffective, and industrially unwise, 
but they are inhuman and unac- 
ceptable, It is a challenge to the 
existence of poverty amidst plenty. 
It points to the failings of institu- 
tional arrangements, and the ab- 
sence of adequate provision for the 
redefinition of the rights of prop- 
erty to assure such an adjustment 
in prices as would mitigate the 
effects of the depression so far as 
labor is concerned. Available capi- 
tal and human labor, it is argued 
by this group, constitute a plentiful 
basis for furnishing employment 
and creating new products and 
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wealth. Agitation for the shorter 
work week on this basis reflects a 
demand for a searching inquiry 
into our economic arrangements to 
effect this correction. 


IV 


The roots of the depression, ac- 
cording to this last group, are to be 
found in the lack of balance be- 
tween production on the one hand 
and savings, investment and con- 
sumption on the other. Industrial 
activity depends on an active de- 
mand for consumers’ and pro- 
ducers’ goods. The prevailing dis- 
tribution of income has directed an 
excessive share of the national in- 
come to groups which are too small 
numerically to be able to spend 
it, and which reinvest the result- 
ant surplus income. Speculative 
splurges have resulted periodically 
in the formation of financial struc- 
tures which have exceeded society’s 
capacity to maintain them under 
the profit system. Opportunities 
for investment have dried up dur- 
ing succeeding periods of adjust- 
ment. ‘The decreased importance 
of capital in industry has accentu- 
ated these trends. Hoarding and 
unemployment have ensued. La- 
bor’s bargaining power diminished 
simultaneously with technological 
displacements and increased unem- 
ployment. The industrial order, 
suffering from these movements of 
activity and depression, bred great 
waste and curtailment of produc- 
tion. A balance, it was argued, 
must be set up between production 
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and industrial expansion on the one 
hand, and purchasing power on the 
other. 

One major solution of this prob- 
lem, according to this group, is 
contained in the absorption of the 
unemployed through the shortening 
of hours. The advantages noted in 
this procedure have been various. 
First, the physical and mental dis- 
integration of the working popula- 
tion is stopped. The crisis of social 
unrest is met. Second, wealth con- 
tinues to be produced and available 
capital used instead of being per- 
mitted to be idle. Third, industry 
shoulders its responsibility of pro- 
viding work and relieves the gov- 
ernment of the need of becoming 
an extensive employer through pub- 
lic works or other work projects. 
Fourth, industry assumes the full 
cost of its operation, by accepting 
the obligation to support the eligible 
working population. This obliga- 
tion it avoids at present by the 
simple expedient of discharge and 
by imposing the cost on the com- 
munity in the form of support of 
the unemployed. A more adequate 
system of accounting would result 
by including the total social and 
human overhead in operating ex- 
pense. The economics of a single 
enterprise would tend to approxi- 
mate the economics of society rather 
than conflict with it strikingly as 
it does frequently at the present 
time. Fifth, labor’s increased bar- 
gaining power would tend to min- 
imize the share of the national 
wealth going to excessive savings, 
and thereby minimize the amount 
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of speculative over-expansion and 
tend to maintain a better balance 
between production and investment 
and consumption. This group has 
viewed the shortening of the hours 
of work for the emergency not as 
a restraint on production, which, 
they point out, was sharply cur- 
tailed by the depression despite the 
longer basic work week, but as a 
means toward increased production 
during the depression. It is a 
stimulus toward business revival 
and a scheme for a more sustained 
utilization of human and material 
resources at an adequate living 
standard under our present eco- 
nomic arrangements. 

In calling for positive action 
through shorter hours, organized 
labor has emphasized that the issue 
is not higher labor costs versus 
no increases in costs, but what shall 
be the method of sustaining the 
unemployed and promoting indus- 
Shall labor income 
be increased and greater industrial 
activity induced by shorter hours, 
or public relief and public works 
created by increased taxation of 
industry and incomes? 


Vv 


The three groups mentioned 
above have favored the regulation 
of hours to establish uniformity of 
the work week, to secure fair com- 
petition and to control the inflow 
and outflow of labor, or as an 
incident to the reduction of hours. 
Their major difference has centered 
about the level at which hours 
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might properly be set. Before 
turning to this economic and po- 
litical issue, one must consider the 
types of control which might be 
established and their administra- 
tion. NRA furnished in this re- 
spect a valuable experience. 

In defining the form of control 
several complex administrative 
problems appear. Effective control 
of hours requires, as far as possible, 
rigid definition of the hours of 
work. Seasonable tolerances and 
occupational exceptions and ex- 
emptions encumber the administra- 
tion of the law; they nullified some 
of the effects which codes might 
immediately have had. The av- 
eraging provision was found by the 
NRA to be completely inadminis- 
trable. The overtime penalty was 
found insufficient in most cases to 
encourage the hiring of new per- 
sons. While some employers and 
industries adjusted themselves to 
the basic work week and attempted 
to keep their employees below or 
close to these hours, others did not 
and took advantage of the letter 
of the law to escape its fundamental 
intent. The basic weekly hours 
in NRA codes were influential in 
setting hours, but the maximum 
hours derived through adding va- 
rious tolerances, exceptions and ex- 
emptions really controlled actual 
hours of work. Codes without 
definitive weekly maximum hours 
for long or short periods were least 
effective in controlling hours of 
work. The flat maximum’ hour 
provision, according to which the 
basic weekly hours were also the 
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maximum, proved to be most suc- 
cessful in securing the ends sought 
by NRA and in administration. 
In practice the flat maximum hour 
provision was found to come near- 
est to being the type of regulation 
which automatically realized the 
several stated NRA objectives with 
respect to hours of work, increased 
and regular employment, a shorter 
work week, and fair competition. 
Elasticity in operation was secured 
in industries with these provisions 
through the arrangement of per- 
sonnel on a basis of variation of 
hours below, rather than above, the 
basic weekly hours. 

Provisions for exemptions were 
found necessary largely for tempor- 
ary conditions and in order to facili- 
tate adjustments to changing condi- 
tions. The flat maximum hour 
provision more than any other form 
of regulation of hours stimulated 
concern in and_ action towards 
the regularization of employment. 
While the regulation of hours in 
itself seemed to regularize produc- 
tion and employment to a limited 
extent, this form of control had to 
be supplemented by more extensive 
programs to advance toward this 
end. 

With respect to administration 
of the hours provisions it was 
found that, as with other sections 
of labor law, the most effective 
and adequate system was founded 
upon complete cooperation between 
labor and employers in the admin- 
istrative agency. “Thorough and 
effective organization of labor in 
a manner which allows for com- 
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plete independence for the worker 
and releases him from all fears as 
to the effect of his submitting com- 
plaints upon the security of his em- 
ployment, is indispensable to good 
enforcement of labor law. Labor’s 
cooperation in administrative af- 
fairs is imperative. Effective rep- 
resentation for labor must be 
founded on widespread organiza- 
tion ready to support its delegates. 
Government cannot truly enforce 
labor law by itself. It must have 
the cooperation of labor and man- 
agement. In fact, government can 
function best not in the field of 
wholesale enforcement but rather 
in the effort to prosecute those in- 
dividual cases where private pres- 
sures are inadequate. Strong labor 
organization is a condition neces- 
sary to an effectively enforced labor 
law. 
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Regarding the actual level of 


hours to be adopted, much con- — 


troversy exists. Prior to the NRA 
codes, the widest variation ob- 
tained. Hours for manufacturing 
industries ranged from a basic 40 
hour week to a standard 54 hour 
week for the great number of in- 
dustries. However, individual in- 


dustries and plants had longer 


hours. 

The NRA codes introduced a 
considerable degree of uniformity. 
The 40 hour basic week was an- 
nounced, though longer actual 
hours were observed either because 
the codes provided many exceptions 
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and exemptions or because of ex- 
_ tensive noncompliance. Neverthe- 
less, labor and management came 
to consider the 40 hour week as the 
new normal work week. In the 
public mind the five day week and 
eight hour day were fixed as the 
prevailing norm. Deviations were 
~ looked upon askance. The Walsh- 
Healey Act confirmed this trend. 
_ Current wage agreements devel- 
"oped by unions have fixed this 
norm. ‘The acceptance of this 
~ work-week by the steel, automobile 
- and retail industries, which had 
- insisted upon and secured a 48 hour 
~ week under the NRA, has safe- 
- guarded the 40 hour week from 
attack. The present trend is to 
establish this work-week univer- 
sally. 
_ The most pressing question is 
3g whether immediate steps should be 
taken for a much shorter work- 
~ week. Forty-three NRA codes 
io governing industries employing 
~ 2,179,000 persons established 
- shorter basic weeks. These were 
principally the coal and apparel in- 
dustries. In several industries this 
norm has been maintained by union 
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organization. These include men’s 
and women’s clothing and bitumi- 
nous coal. The agitation for the 
30 hour week has continued as the 
number of unemployed has not de- 
creased in proportion to the advance 
in industrial activity. Methods of 
absorbing these persons are still 
being sought. Definite revisions of 
our economic organization would 
have to be considered immediately 
and applied to meet this demand. 
The challenge of the unemployed 
is too pressing to be diverted. Ad- 
justments in our economic institu- 
tions will be forced through further 
shortening of the work-week, if 
changes are not made to permit 
more balanced social progress. 
Uniform basic working hours, 
both singly and as a part of a 
general system of labor regulation 
through collective relations between 
organized labor and employers of 
labor, are widely approved. An 
effective 40 hour week has been 
accepted as the maximum. Other 
social changes necessary to achieve 
a more effectively functioning social 
system are in demand if further 
restriction of hours is to be fore- 


stalled. 
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Federal Supervision of Private Forestry 


By CONSTANT 


I 


¥IPPLICATION of public con- 
trol to private forestry 
was tried under the NRA 
Lumber Code. The 
forest-practice rules in that code 
constituted a distinct advance in 
applied silviculture. In its Ar- 
ticle X and its Schedule C were 
enunciated the general principles 
of slash disposal and selective log- 
ging, together with other rules for 
protecting and conserving the for- 
ests. ‘The various divisions of the 
Lumber Code Authority, with the 
aid of experts on the problems of 
different species and regions, trans- 
lated these general principles into 
specific rules for the territory cov- 
ered by these divisions. In this 
manner the knowledge possessed by 
foresters in different regions as to 
the specialized needs of their lo- 
calities was utilized to decentralize 
and to produce maximum flexibility 
in the practical application of the 
general forest-practice rules in the 
code. 

The experiment seemed to be 
having a fair measure of success, 
considering the shortness of the 
period since its inception. The 
rules for the different divisions 
were formulated for the most part 
in the spring of 1934. In many 
instances they were not sufficiently 
specific or drastic. Many of them 
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required too little of the operator 
and left too much to his discretion. 
But that was almost inevitable in 
the first set of rules ever drafted 
for application to the whole of the 
vast and scattered lumber industry. 
Moreover, many of the rules pro- 
mulgated by the Lumber Code Au- 
thority were avowedly purely 
tentative; they made provision for 
further study and for revision of the 
rules to conform with the findings 
of later studies. Unquestionably 
they impelled operators to think— 
and to some extent act—along more 
progressive silvicultural lines. 

Experience of many operators 
who observed improved standards 
of silviculture under the code dem- 
onstrated that the additional cost 
thereof, even in the immediate 
present, was not as great as is often 
assumed to be the case. Many op- 
erators found that selective logging 
actually results in a lower cost of 
production. Adequate fire protec- 
tion, especially slash disposal, may 
add somewhat to the immediate 
costs, but it saves more than its 
cost in the long run by the preser- 
vation of valuable timber from 
needless destruction. 

Is it desirable to give controlled 
conservation renewed trial? In 
this connection, the cut-growth 
ratio should be considered. The 
Forest Service, using the years 


1925-29 as a basis, found the an- 


’ before the depression. 
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nual drain on the forests to be 
nearly twice the annual growth 
for all classes of wood, and the 
drain on saw timber to be about 
five times the growth. Certain 


~ foresters believe that in the light of 


more recent data these figures are 
unduly pessimistic. The present 
rate of cutting is, of course, con- 
siderably lower than in the years 
Neverthe- 
less, the annual cut of saw timber 
is still unquestionably greater than 
the annual growth. And the man- 
ner in which timber is being cut 
in many sections of the country 
is bringing about a progressive de- 
terioration in the quality of stand- 


- ing timber—through excessive cut- 


ting of the more valuable species 


and leaving behind the less valu- 


 able—and is causing the recession 


_ of merchantable stands to more and 


more remote and inaccessible re- 


gions. 


While there is no point 
in exaggerating the acuteness of 
this problem, it would seem only 
sensible for us, as for the people 
of any country, to manage our 
wood supply so that while not 
unduly abstaining from using it 
in the present, we may be cer- 
tain of its lasting into the in- 
definite future, both in quantity 
and in quality. 

The recent disastrous floods em- 
phasize also the need of managing 
our timberlands in such a manner 
as to impair in the least possible 
degree their ability to check the 
run-off of excess precipitation. 
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Assuming, then, that the situa- 
tion warrants resumption in some 
form of public supervision of pri- 
vate silviculture, I am offering here 
a tentative plan for such super- 
vision based upon the principle 
that, although the separate states 
and localities must take an impor- 
tant part in working out these for- 
est-practice rules and making them 
fit the individual conditions to 
which different operators are sub- 
ject, the initiation of the rules, the 
correlating of them as among dif- 
ferent states and localities, and the 
primary direction of their enforce- 
ment, shall be performed by the 
federal government. 

In the first place, I propose a 
federal board to take charge of en- 
forcing minimum standards of silvi- 
culture in the United States. This 
might be named the National For- 
est Products Administrative Board. 
It could be an integral part of the 
Department of Agriculture, in view 
of the close connection of silvicul- 
ture and the growing of tree crops 
with the other activities of that 
Department. The Board might 
consist of three members appointed 
by the President for an indefinite 
term. One of them, the chairman, 
might be nominated by the Chief 
Forester. There would be, of 
course, an adequate staff of assis- 
tants. The President might also 
appoint an advisory committee to 
consist of a labor adviser, an eco- 
nomic adviser, and the chief counsel 


to the Board. The Board would 


182 


be required to consult the commi- 
tee on all important matters of 
policy. 

The act of Congress setting up 
this Board would also set up sep- 
arately for the principal producing 
regions and species certain mini- 
mum standards of silviculture re- 
lating to effective protection 
against fire, pests, and damage to 
young stock during logging, and 
relating to selective logging or other 
adequate methods of ensuring the 
leaving of a minimum quantity of 
timber on a given unit of ground. 
Obviously these standards—in the 
form they would necessarily take 
in a Federal Act—would be far too 
general to serve as a detailed guide 
to minimum practice in any given 
locality. It would be necessary to 
utilize local experience in order to 
adjust the over-all rules to specific 
local situations. To accomplish this 
a committee might be appointed for 
every local area in the timbered re- 
gions in order to advise the Na- 
tional Forest Products Administra- 
tive Board regarding the specific 
form to be taken by the forest- 
practice rules for that area. This 
committee might consist of a repre- 
sentative of the state forest service 
and a representative of every forest- 
products industry operating in that 
area—the sawing of lumber; the 
manufacture of wood pulp; de- 
structive distillation ; production of 
cross ties, poles and piling, and 
cordwood; distillation of turpen- 
tine; etc. 

In setting up these rules and in 
conferring with the local forest- 
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practice committees, the Board 
would utilize the regional and local 
agents whom it would appoint 
throughout the forest regions. Du- 
plication in personnel might be 
avoided by utilizing the existing fa- 
cilities of the Forest Service. One 
or more additional persons could 
be appointed to serve on the staff of 
each regional and local office of the 
Forest Service. Or wherever it is 
feasible, the regional and local of- 
fices of the Forest Service might do 
the work of setting up the forest- 
practice rules for their regions or 
localities without the appointment 
of additional personnel. In this 
manner the additional expense of 
formulating and administering the 
local forest-practice rules could be 
kept to a minimum. 

To enforce these rules all logs 
produced might be subjected to a_ 
tax, with a drawback of the greater 
part thereof to operators who ob- 
serve the forest-practice rules pro- 
mulgated for their localities. The 
portion of the tax drawn back 
would be large enough to exceed 
the additional possible cost attrib- 
utable to observance of the rules. 
Thus failure to observe the rules 
would cost more than observance — 
of them. : 

For example, the tax might be 
ten per cent of the value of the logs, 
with a drawback of ninety per 
cent thereof. This would be 
equivalent to a severance tax of one 
per cent for all operators, plus a 
nine per cent penalty tax for failure 
to comply with the minimum 
standards. 


culties. 
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Plainly the administration of 
‘such a tax presents a formidable 
task, for it means keeping a com- 
plete check on all timber cut and 


on the methods of silviculture used 
| in the whole country—except that 


timber cutting by farmers for their 
own use would probably be ex- 
empted. But if decentralized and 
organized in such a manner as to 
utilize local knowledge and local 
“inspection facilities, it would prob- 
ably present no insuperable diffi- 
Cooperation of the states 


_ should be solicited through offering 
to share the tax proceeds with them 


if they will undertake to inspect all 
cutting of timber within their bor- 


ders and report in detail to the 
_ National Forest Products Admin- 


istrative Board as to whether or 


- not a given operator is entitled to 
- tax drawback. The amount of tax 
receipts turned over to a state in 


any year might depend to a certain 


extent on the proportion, in the 
total timber cut in that state, of 


timber cut in conformity with the 


rules. Or the portion of tax re- 
ceipts returned to the states might 
be refunded to them, and by them 
to the constituent counties, in the 


same proportions as the tax was col- 
lected, with the proviso that each 


county reduce by the amount re- 


_ funded to it the real-estate or prop- 


erty tax levied on standing timber 
owned by operators complying 
with the minimum _ standards. 
Agents of the Board would, of 
course, have the authority to inspect 
any forest property at any time, and 
to examine operators’ records to de- 
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termine for themselves the accuracy 
and completeness of the state 
agents’ reports. In any state which 
did not care to cooperate in the 
inspection and data-gathering neces- 
sary for administration of the tax, 
agents of the Board would carry 
out this function direct. 

Such a system would probably 
prevent operators from feeling that 
their forest practices are being 
judged arbitrarily and theoretically 
at a distance by men who do not 
know the details of what the oper- 
ators are up against. The furnish- 
ing of the data and recommenda- 
tions—upon which the Board’s de- 
cisions relative to tax drawback in 
any individual case will largely de- 
pend—would probably be the func- 
tion of agents of the forest depart- 
ments of the various states, and 
these would be intimately ac- 
quainted with the details of the 
timber operations and problems in 
their area. 

The actual collection and draw- 
back of the tax would be handled 
by the United States Bureau of In- 
ternal Revenue in the manner in 
which excise taxes are usually 
collected. 


III 


To a certain extent the silvicul- 
tural standards discussed above 
imply abstention from cutting tim- 
ber in the present so that more may 
be available in the future. Selec- 
tive logging is essentially such a 
process of abstention, for it means 
leaving on every acre cut enough 
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trees to ensure a future crop not too 
many years in the future. There- 
fore, selective logging in itself con- 
stitutes one important element of 
sustained yield, for it guarantees 
the recurrence at reasonable inter- 
vals of tree crops.on every acre of 
timbered land. But selective log- 
ging alone may not be sufficient to 
ensure in any given area the reason- 
ably even distribution of tree crops 
over the years which is the other 
important element of sustained 
yield ; it furnishes no guarantee that 
the maturing of crops in certain 
regions may not tend to be bunched 
in certain years. 

Suppose, for example, that for 
some reason in a period of four or 
five years a whole district pro- 
ducing ponderosa pine is cut over. 
However scientific may be the 
selective-logging principles observed 
in the cutting, it will probably be at 
least fifty years before another crop 
can be taken from this district ; then 
a huge crop will become available. 
In the Southern pine region the 
period during which there would be 
no crops would be much shorter, 
but the principle is the same. Of 
course, nothing like this is at all 
likely to happen in a district of any 
size, but it is plain that overcutting 
in a district in any one year or close 
succession of years may seriously 
decrease the crop capacity of that 
district for some years to come. 
The problem here is to keep indi- 
vidual districts from being cut out 
so rapidly that they will face pro- 
duction hiatuses of many years at 
a time. 
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Of course, it may be argued that 
overcutting the growth in any 
period in one district, if accompa- 
nied by undercutting of timber 
suited to the same uses in another 
district, may cancel out and there 
will be no net tendency toward 
making the distribution of the tree 
crop over the years uneven. Such 
an argument, however, misses the 
point that consistent overcutting 
of any one district is likely to re- 
sult in undue instability of the 
communities dependent on _ its 
forests. Instability of forest com- 
munities has been one of the 
outstanding and most unfortunate 
concomitants of the operation of 
the forest-products industry in 
this country. By general agree- 
ment, the national public interest 
demands that dissolution of any 
forest community be prevented so 
long as a need continues for its par- 
ticular type of products. It is 
senseless for forest communities to 
undergo the miseries of shifting 
from one portion of the country to 
another when a little planning for 
a steady flow of raw material could 
obviate the necessity for such 
shifting. 

On the other hand, this does not 
mean necessarily that all the log- 
ging equipment now in use can or 
ought to be maintained in use. In 
fact the probability is that in order 
to prevent certain districts from be- 
ing cut out too rapidly, and in 
order to enable them to maintain 
an even flow of timber to market, 
many logging camps and lumber 
mills now in operation will have to 
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go out of business. Such action 
entails a reduction in the activities 
of the forest communities involved, 
but this is far less harmful than the 
complete community dissolution 
that comes from a complete cutting 
out. It is frequently the only 
method by which the possibility 
of such dissolution can be obviated. 

Adequate federal supervision of 
timber cutting may thus involve an 
attempt to establish some sort of 
control over the amount of timber 
logged in a given district in rela- 
tion to the growth. One of the 
hardest problems involved in this is 
to define the size and boundaries 
of the sustained-yield districts 
within each of which the cut is to 
be restricted to the growth. A num- 
ber of men have been giving atten- 
tion to this problem. Captain Eld- 
redge of the Forest Service at New 
Orleans, for instance, suggests that 
the boundaries of each unit district 
be defined in such a manner that it 


_ will be more or less homogenous 


in the nature of its timber and in 
the markets it serves.* Quite pos- 
sibly the sustained-yield units in the 
several regions ought to be of dif- 


- ferent sizes. In the Northwest they 


very likely should be larger than in 


the South. It may be desirable, in 


order to avoid complications of ad- 
ministration, for sustained-yield 
unit areas not to overlap state lines. 

After the geographical bounda- 
ties of the sustained-yield districts 
have been determined no district 

*Captain Eldredge does not neces- 
sarily endorse the whole or any part of 


the plan for sustained-yield control 
suggested here. 
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would be permitted to cut in a 
given period—say a year—more 
than it grows in that period. In 
other words a cutting quota equal, 
more or less, to the crop, would be 
assigned the district. Inside the 
district quotas would be assigned to 
individual operators in such a man- 
ner as to promote the eventual at- 
tainment by each operator of sus- 
tained-yield status in his own indi- 
vidual operations. The adminis- 
tration of this production-control 
system would naturally be handled 
by the proposed National Forest 
Products Administrative Board, on 
somewhat the same principle as sug- 
gested above for enforcement of 
silvicultural standards—that is, the 
production of any operator in ex- 
cess of his quota could be subjected 
to a tax. 

Plainly the establishment of such 
a system is not something that could 
be effected in the next year or two. 
For the laying out of the sustained- 
yield districts must await the com- 
pletion of a careful survey of the 
forests and a determination of their 
rate of growth. It must also await 
accumulation of data on the cut of 
all operators in relation to their 
supply of standing timber—which 
will presumably become available as 
a direct result of the establishment 
of the mechanics for enforcing min- 


imum silvicultural standards as 
proposed in this article. After the 
districts have been laid out, the 
quotas of individual operators can- 
not be assigned to them in such 
manner as to bring about immediate 


sustained yield on the part of each 
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one. An attempt to achieve this 
at once would bring about too great 
a shock to the forest-products in- 
dustries, for it would probably cur- 
tail the activities of certain opera- 
tors to such an extent as to produce 
socially harmful results. It would 
probably be necessary to require a 
very gradual decrease from amounts 
cut previous to the establishment of 
federal sustained-yield control in 
the case of operators not possessing 
sufficient timber to practice sus- 
tained yield on their own account. 
Care must be taken, however, not 
to permit sudden increases by opera- 
tors in their cut following the an- 
nouncement that at some time in 
the future a sustained-yield system 
would be put into effect to be 
counted as part of the base cut from 
which their quotas would be 
computed. 
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In making these suggestions, I 
do not want to take an arbitrary 
stand in favor of one method as op- 
posed to another for accomplishing 
intelligent conservation. I have no 
brief for government control or for 
participation by the Forest Service 
in control unless such a course seems 
reasonably adapted to the most ef- 
fective meeting of the need. The 
purpose of this article is to try to 
formulate more definitely the issues 
involved and bring the discussion 
out of the realm of generalities. Va- 
rious well-known authorities on 
forestry and on forest administra- 
tion whom I have consulted, have 
tentatively suggested variants on 
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the foregoing plan which deserve 
most careful consideration. “Two: 
of them feel that the Forest Service 
should directly control practices on} 
private lands, and that the estab- 
lishment of a Board, together with! 
provision for central and local ad-- 
visory committees, is a needless and | 
undesirable complication. Others: 
feel that the forest-products indus- - 
try should have a considerably’ 
greater share in the control than: 
has been proposed here. 

One proposal, for instance, is; 
that a dual control be set up) 
through a board representing both: 
the government and the industry, , 
with the Secretary of Agriculture : 
have the deciding vote in case of a: 
tie. The board would be admin- - 
istratively independent of any gov- - 
ernment department. Its member- - 
ship might be somewhat similar to | 
that of the present Joint Committee | 
on Conservation. Two other au-- 
thorities disapprove of sustained- | 
yield quotas, believing that the 
enforcement of cutting regulations 
is sufficient safeguard. 

But through whatever source 
and however the control is exer- 
cised, the forestry authorities I have 
consulted seem agreed that sound 
silvicultural standards cannot be 
generally achieved unless they have 
“teeth”. For although effective 
fire protection and selective log- 
ging, or other adequate means of 
reforestation, undoubtedly pay for 
themselves in the long run as far 
as operators who are in the business 
to stay are concerned, some of the 
measures involved, as pointed out 


FEDERAL SUPERVISION OF PRIVATE FORESTRY 


above, may not be to the immediate 
pecuniary advantage of many oper- 
ators, especially the smaller ones. 
Probably only a certain amount of 
compulsion can bring enough mem- 
bers of the industry into line to 
effect a really thorough-going 
adoption in the industry of such 
silvicultural measures. Inaction 
and non-compliance on the part of 
some members may directly encour- 
“age inaction and non-compliance 
on the part of others: the failure of 
one operator to take proper fire pre- 
vention measures may make an ad- 
joining operator feel that there is 
no use of his going to additional ex- 
pense for fire prevention. 

It may be that everything pro- 
posed in this article is purely 
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academic, in that, if put into opera- 
tion, it may be ruled unconstitu- 
tional. I personally believe that 
for various reasons the proposals 
made here have a better chance of 
surviving the gauntlet of court de- 
cisions than certain important fed- 
eral statutes that have recently been 
ruled unconstitutional. In making 
these proposals, however, I have 
considered the general public inter- 
est and administrative workability 
rather than questions of legality, on 
the assumption that the federal gov- 
ernment will eventually be granted 
whatever power it needs to do such 
things as appear to fall logically 
within its functions and which 
show promise of promoting the 
general welfare. 
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Regional: Planning. By Karl B. 
Lohmann. Edwards Brothers, 
Inc., Ann Arbor, Michigan. 
1936. 


This book on Regional Planning 
‘by Professor Lohmann, who is well 
known for his thoughtful and 
thorough study of City Planning, 
is in many respects the best organ- 
ized treatise on the subject so far 
published. In twenty short chap- 
ters are set forth the essential ideas 
that now preoccupy the professional 
planners in the investigational and 
applied field of regional planning 
and development. Professor Loh- 
mann at the outset clarifies the sub- 
ject in the sentence: ‘We see re- 
gional planning emerging as a pos- 
sible means of solving interdepend- 
ent problems resulting from new 
forms of living and intensive con- 
centration of population”. In thus 
defining the objectives of regional 
planning the author misses at least 
one of the more constructive phases 
of regional planning objectives, 
namely the development of ways of 


living which may grow out of a- 


coordinated system of regional, 
interregional and national plan- 
ning. It is not so much the need 
for providing ways of meeting the 
needs inherent in our form of social 
and economic life that is important 
as the possibility which regional 
planning and organization may 
bring about in terms of a new econ- 
omy and a new mode of life at 


present impossible of attainment. 
Indeed Professor Lohmann sug- 
gests this concept of regional plan- 
ning in his recognition of the’ fact 
that both old and new communities 
must be considered, but the idea is 
not fully developed: in any portion 
of the book. 

~The analysis of the various types 
and possibilities for the determina- 
tion of regional boundaries is han- 
dled. with clarity and directness. 


~The difficulties in the way of fixing 


the basic factors which would con- 
stitute a regional unit in planning 
terms are particularly well stated. 
While this reviewer does not: ac- 
cept the author’s opinion that “the 
smaller the region, the more thor- 
oughly it is integrated”, there is no 
question but that generally speaking 
the larger the territorial boundaries, 
the more likely are diversities of 
character in regional cohesion to 
be met. It is probable, however, 
that geographic, geologic and gen- 
eral natural conditions will by their 
uniformity and divergences create 
natural regions in which size will 
play a lesser part than many other 
factors such as the history of settle- 
ment, economic advance, popula- 
tion variants, etc. 

The chapter on Economic and 
Social Factors is the least satisfac- 
tory in the book. Professor Loh- 
mann states: “One of the purposes 
of planning is to bring producing 
and distributing closer together to 
provide as nearly as possible for 
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the demands of a given market 
within the immediate region.” 
This statement raises a great. many 
questions which can not be met 
without consideration not alone of 
the matter of saving in transporta- 
tion, but the very involved prob- 
lems of relation between resources 
and the finished product, between 
labor supply and regional economy 
in production, between technology 
of production and regional limita- 
tion of quantity consumption. It 
seems to the reviewer that in this 
respect the author failed to realize 
that what is important in regional 
planning is not a rounded out in- 
dustrial scheme independent of 
other regions. The fundamental 
objective of regional planning is 
a coherent scheme of communal 
living in which industry, agricul- 
ture and trade would be so adjusted 
to human needs as to make living 
secure, advancing standards free 
from the lag of community ad- 
_ justment and unencumbered by 
heavy costs in human and economic 
resources. 

The discussion of the relation be- 
tween the “people and the planning 
picture” deals with the general 
problem of population distribution, 
its growth and mobility. Due 
weight is given to the various trends 
as revealed by recent study of and 
experience in the distribution of 
population and its migratory char- 
acter. Speaking, however, from 
the point of view of a broad plan- 
ning economy as an adjunct of 
physical regional planning it may 
be said that the problem of popula- 
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tion migration should. not be: at- 
tributed so much to an inherent 
roving disposition of the American 
people as to the instability of eco- 
nomic activity and the changing 
character of communities due to 
lack of adequate planning in the 
first place, and to difficulty in plan- 
ning control once the community 
has become firmly established. 
There is a large field of enquiry not 
yet exploited which may give evi- 
dence regarding the relation be- 
tween population migrations and 
the stability of economic and physi- 
cal environment which communi- 
ties represent. 

In regional planning it is essen- 
tial that consideration should be 
given to the number, capacity for 
service, location and general form 
of structures having for their pur- 
pose some public use. In the chap- 
ter dealing with this subject Pro- 
fessor Lohmann fails to make clear 
the line of demarcation between 
planning for immediate communal 
use and the larger aspects of re- 
gional services which may transcend 
political entities, the administration 
of which may be provided for 
through cooperative methods either 
between political entities or certain 
private enterprises having for their 
object public services. This sec- 
tion would profit by a more ex- 
tended treatment in which archi- 
tecture as form would be differen- 
tiated from construction for service 
in regional terms. 

In indicating some of the points 
upon which the reviewer can not 
share the views of the author the 


190 


intention is not to minimize the 
merit of this otherwise excellent 
treatment of the most complex 
phase of planning. The aim has 
been mainly to show that what may 
be good planning in terms of meet- 
ing existing needs, should not be 
taken as of necessity consistent with 
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the vast possibilities which regional 
planning presents when thrown into 
perspective with economic and so- 
cial planning, without which re- 
gional planning can not be fully 
realized. 


CaROL ARONOVICI. 
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tion with the REA, Mr. Coil had 
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“The Board of ‘Trustees an- 
nounces with pleasure the appoint- 
ment of E. Johnston Coil as Direc- 
tor of the National Economic and 
Social Planning Association. Mr. 
Coil comes to ESPA from the 
Rural Electrification Administra- 
tion where he has distinguished 
himself by his contributions to the 


“reports, Little Waters, The Future 


of the Great Plains, and “Rural 
Electric Cooperatives in Europe”, 
the last a section of the report of 
the Inquiry on Cooperative Enter- 
prise in Europe, in which he was 
engaged. He is a graduate of 
William Jewell College and of the 
Harvard Graduate School of Busi- 
Administration, and has 
studied for a doctorate in economics 
Prior to his connec- 


taught economics at the University 
of Maine and had been an execu- 
tive of the Taylor Society. 

TS, Y= AES 


The International Labor Con- 
ference held at Geneva last June 


was attended by A. Ford Hinrichs 


Delegate; 


as an adviser to the Government 
Marion H. Hedges as 
an adviser to the Workers’ Dele- 


gate; and Lewis L. Lorwin, Eco- 


nomic Adviser to the International 


~ Labor Office. The adoption of the 


> 


convention for the forty hour week 


-n the textile industry is most grati- 
fying to members of the ESPA 
Committee which prepared for the 


Tripartite Technical Conference 
in Washington last April. The 
significance of the Conference’s 
recommendations on public works 
planning is expressed by Mr. 
Hedges in his article in this issue. 


Big Dies 


At the National Planning Con- 
ference which met in Detroit in 
June ESPA, a co-sponsor, was rep- 
resented by David Cushman Coyle 
and George B. Galloway. Mr. 
Coyle delivered an address iias 
America a Future?” which will be 
printed in the proceedings of the 
Conference soon to be published by 
the American Society of Planning 


Officials. 
eS 


Prentice-Hall has published 
Planned Society: Yesterday, To- 
day, Tomorrow, “A Symposium by 
Thirty-five Economists, Sociolo- 
gists, and Statesmen”’. This sym- 
posium, edited by Findlay Mac- 
Kenzie, arose from the courses in 
Economic Control given by Mr. 
MacKenzie at Brooklyn College 
and Dr. Eduard Heimann’s semi- 
nar at the New School for Social 
Research. It contains a chapter by 
Harlow S. Person on “Planning 
and Free Enterprise” and the con- 
cluding chapter “Prospects of Gen- 
eral Economic Planning” was con- 
tributed by George Soule. Rather 
extensive notes on contributors and 
an excellent bibliography are 
appended. 
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Another valuable new contribu- 
tion to the literature of planning is 
The Problems and Practice of Eco- 
nomic Planning by Raymond Bur- 
rows, lecturer in economics at the 
University of Bristol. This vol- 
ume is published by P. S. King and 
Son, Ltd. of London. Mr. Bur- 
rows visited the United States last 
Spring, and a forthcoming number 
of Pran AcE will contain an ar- 
ticle on his impression of the prog- 
ress of planning in the United 
States. 
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The American University Grad- 
uate School in the Social Sciences 
has announced a special graduate 
program, offered for the first time 
in the academic year 1937-38, 
under the general heading, Na- 
tional Resources. ‘Twenty-six 
courses will be given in fields in- 
cluding land, forest, mineral and 
water resources; agriculture, labor, 
housing and power problems; and 
phases of planning and coordinating 
the economic order. The faculty 
consists for the most part of ex- 
perts attached to various branches 
of the Government service and 
members of the Graduate Faculty 
of American University. 
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Solomon Barkin, whose article: 
on hours control appears in this. 
number, is Research Director for | 
the Textile Workers Organizing ° 
Committee of the C. I. O. Pre- 
viously Mr. Barkin had been with 
the Labor Advisory Board of 
NRA, and recently contributed 
“The Labor Program under the 
NIRA” to the final report on 
NRA submitted by the President’s 
Committee on Industrial Analysis. 
Constant Southworth came into 
close contact with the lumber indus- 
try while associated with the Con- 
sumers’ Advisory Board of NRA, 
and is at present in the Division 
of Trade Agreements of the State — 
Department. Carol Aronovici lec- 
tures on housing and community 
planning at Columbia University 
and the School of Architecture of 
New York University. Her ar- | 
ticle “Regionalism: A New Na- | 
tional Economy” in the Columbia 
University Quarterly of last De- 
cember, has recently been reprinted. 
William F. Ogburn, professor of 
sociology at the University of 
Chicago, was chairman of the sub- 
committee on technology of the 
National Resources Committee’s 
Science Committee and prepared its 
very comprehensive report, ‘“Tech- 
nological Trends and National 
Policy”. 
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conomic theory has al- 
ways been one of the 
most serious obstacles to 
social reforms; too often 
it endeavors to prove that the 
measures proposed for the benefit 
of the workers would violate nat- 
ural laws and tend to produce 
catastrophes the consequences of 
which would have to be borne by 
the working class themselves. One 
of the most characteristic examples 
of this resistance to reform based 
“on economic theory was given a 
few years ago when a so-called law 
‘was enunciated which alleged that 
unemployment insurance was the 
cause of permanent unemployment. 
Since then a similar discussion has 
taken place with regard to the 
- 40-hour week, the extension of pur- 
chasing power, and various other 
- proposals. 

In every case the liberal-indi- 
vidualistic view was strengthened 
by the fact that it has the support 
of a body of doctrine which formed 
“a coherent whole. The views 
which favored intervention and so- 
cial progress, on the other hand, 
_ were stronger on the humanitarian 
side than in the direction of eco- 
nomic theory because they had no 
complete body of doctrine to sup- 
_ port their arguments. 
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The Theory of Planned Economy 


reform involves an_ increasing 
amount of continuous intervention, 
its advocates should be able to prove 
that economic planning, carried to 
its logical conclusion in the form 
of a completely planned economy, 
would be capable of establishing 
an economic balance at least as suc- 
cessfully as the policy of complete 
laissez-faire. 

Unfortunately, in the general 
welter of systems planned economy 
has for long remained in a position 
of indefinite inferiority. During 
the last half-century many econo- 
mists have severely and searchingly 
criticized the plans for a collectivist 
society and have shown the failings 
of these plans from the point of 
view of achieving economic balance. 

It is true that the force of this 
criticism was largely due to the 
weakness of the defenders, whose 
attitude was one either of prudent 
silence or of unthinking reckless- 
ness. While the Utopians gave 
proof of possessing more imagina- 
tion than real knowledge, the 
Marxists intentionally refrained 
from making constructive plans for 
the society of the future. 


1 Adapted from an article to appear 
in the October issue of the International 
Labor Review. An original article by 
Professor Mossé entitled “Planning in 
France” will appear shortly in PLAN 
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Today the situation is beginning 
to change. In the field of practical 
achievement a real planned economy 
has been set up in the U.S. S. R. 
and in Germany; in many other 
countries State intervention has 
gone so far that these countries are 
already more than half-way from 
complete laissez-faire to a com- 
pletely planned economic system. 
Economic conditions would, there- 
fore, appear to be more favorable 
than in the days of Marx for the 
elaboration of a coherent theory of 
planned economy. In the last few 
years theoretical research has pro- 
duced several important works in 
which endeavors are made to out- 
line the form that might be taken 
by a systematically planned econ- 
omy and to show in what circum- 
stances such an economy could pro- 
duce economic balance as success- 
fully as and perhaps better than 
laissez-faire, while having at the 
same time the advantage of pro- 
viding more social justice and 
greater wellbeing for the human 
race. 

The purpose of this article is to 
give an outline of these recent de- 
velopments in the theory of planned 
economy, the supporters of which 
are trying to achieve in the field 
of constructive economic activity, 
based on the marginal conception, 
what Marx achieved in the field of 
criticism of the capitalist system on 
the basis of the Ricardian theory. 
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II 


The Structure of a Planned 
Economy 


The first necessity for the theo- - 
rists who advocate a planned econ- » 
omy is to define the main character- | 
istics of this system; they must lay | 
down hypotheses concerning its 
economic, legal, and political struc- » 
ture, just as the classic economists 
did for the liberal-individualistic 
system, or system of free competi- | 
tion. ‘The essential or structural 
characteristics of this latter system 
were the private ownership of the 
means of production and of con- 
sumers’ goods, the autonomy of the ' 
undertaking in the pursuit of profit, 
the absence of State intervention, 
entirely free competition between 
sellers, buyers, capitalists, and en- 
trepreneurs, and a stable currency. | 
It was by a process of reasoning > 
based on the assumption of a sim- 
plified society possessing these 
structural features that the liberal 
economists, from Turgot to Ricardo | 
and from Karl Menger to J. B. 
Clark, built up the imposing edifice 
of economic theory. It is for the 
socialist economists who favor eco- 
nomic planning to define the ana- | 
tomical structure which will serve | 
as a basis for studying the physio- | 
logical working of the planned eco- 
nomic system. 

For many years back many types 
of collectivist economy in the wide 
sense have been proposed, and an 
excellent survey of these is given 
by Maurice Bourguin in his valua- : 
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ble work, Les Systemes Socialistes 
‘et L’Evolution Economique. Some 
of these earlier proposals may now 
be regarded as entirely discredited, 
‘as for example the system of+abso- 
‘jute communism involving the 
direct distribution in kind of com- 
modities and duties, and the various 
systems based on labor value. 
These had been condemned by eco- 
nomic theory even before the war, 
and the development of the Soviet 
economic system has confirmed that 
judgment. 

Modern theorists are, with some 
slight shades of difference, in gen- 
eral agreement on six postulates, 
which in their view must be the 
fundamental features of a planned 
- economy. 


First Postulate: Control of Eco- 
nomic Activity by a Central Ad- 
ministrative Body 


The first, and by far the most 
important characteristic distin- 
: guishing a planned economy from 
a liberal-individualistic economy is 
- the existence of a supreme body co- 
- ordinating and controlling economic 
life and giving instructions to the 
various units of the economic sys- 
tem (factories, farms, shops, etc.). 
‘These subordinate undertakings 
“must retain their independence as 
regards accounting and technical 
methods, but they are deprived of 
their economic sovereignty and of 
the right to dispose freely of such 
profits as they may make. They 
are governed by the central eco- 
‘nomic administration, which is 


equivalent to an economic general 


(2 


staff possessing not only the right 
of supervision but also the right 
of coercion, where necessary. In 
short, the system would be similar 
to that of a large capitalist under- 
taking (Bat’a, for example), in 
which the various departments have 
their independent system of ac- 
counting, calculate the cost of ma- 
terials and labor and draw up a 
balance sheet of the transfers of 
goods from department to depart- 
ment and from one stage of pro- 
duction to another, the goods being 
credited to the department that 
supplies them and debited to the 
department that takes them over, 
while at the same time there is a 
higher authority coordinating the 
work of the whole undertaking. 
Thus a planned economy would 
simply adopt a method which is 
considered in the capitalist system 
to represent the highest degree of 
perfection. 

But who would be in control? 
Enrico Barone, and following him 
Zassenhaus, refer to the Minister 
of Production as the supreme eco- 
nomic authority. Cassel spoke of a 
central authority without going into 
details, and Eduard Heimann of 
a “Zentrale Wirtschaftsplanung.” 
Dickinson places a Supreme Eco- 
nomic Council at the head of the 
economic hierarchy of factories, 
trusts, and federations, and O. 
Lange mentions a Central Plan- 
ning Board. In any case it would 
doubtless be the State or the Gov- 
ernment which would hold the 
supreme power. 

The power enjoyed by the su- 
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preme authority would naturally 
be considerable, and it should there- 
fore be vested in the State alone; 
that would appear to be the view 
of most writers on the subject. In 
a totalitarian State it must iney- 
itably be that the State controls the 
economic system; in such a State 
the political authorities could not 
tolerate the competition of an in- 
dependent economic authority, be- 
cause economic policy must be 
subordinated to the general policy 
of the country. “The same necessity 
arises in a democratic State, for 
“the only possible guarantee against 
economic oppression and tyranny 
is a political Constitution”; “the 
economic authorities responsible for 
drawing up the plan would have 
to be representatives of the ma- 
jority of the nation and not of a 
few individuals. If the plans are 
to cover the whole of economic life 
they cannot be a matter for private 
individuals or for certain corpora- 
tions. .. . The organization of the 
economic system as a whole cannot 
provide any security for the defense 
of the rights of consumers, that is, 
of the citizens in general, unless the 
authority is in the hands of the 
legal Government of the country.” ” 
Planned economy thus differs from 
a corporative economy in which 
the producers themselves would be 
in control. Zassenhaus is careful 
to differentiate it also from State 
intervention in a free economic sys- 

?R. Mossé: “Les investissements dans 
l'économie capitaliste et dans l’6conomie 
planifiée,” in Revue d’économie poli- 
tique, Jan. 1934, and “La liberté de la 


personne it l’économie politique,” in 
Esprit, July, 1936. 
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tem, which corresponds to what is 
known in France as “l’économie 
dirigée.” 

What will be the aims of the eco- 
nomic authority? Most authors 
expect it to take up a hedonistic 
attitude. “The highest economic 
good,” says Dobb, “consists in giv- 
ing the consumer what he thinks he 
wants.” Dickinson takes as a cri- 
terion the maximum satisfaction 
of the consumers, obtained by striv- 
ing after the maximum marginal 
utility and equality of marginal 
gratification in the case of the dif- 
ferent commodities and services in 
accordance with the marginal anal- 
ysis. Zassenhaus considers that the 
true aim should be to give the full- 
est possible satisfaction to individ- 
ual needs, but his outlook is not 
optimistic, and he fears that the 
controlling economic authority will 
in practice not follow this aim but 
may even pursue ends that are at 
variance with the real economic in- 
terests of the persons they govern. 

If one accepts the hedonistic so-_ 
lution—maximum marginal utility, 
minimum effort, and equality of 
marginal satisfaction—one is led 
with Heimann, Dickinson, Zassen- 
haus, and Lange to accept the view 
that the central authority must be 
subordinate to the consumers. In 
that case a referendum of the con- | 
sumers would be the final arbiter | 
in the decisions of the economic 
authority. From the point of view 
of equilibrium in production, there- 
fore, the planned economy would 
resemble the pure liberal-individ- 
ualistic economy as described by 
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should follow as a logical conse- 
~ quence. Today, although collective 
appropriation is no longer consid- 
ered sufficient in itself, it is still 
ie 


y 
me 
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the neo-classical economists. “This 
raises the question of the inequality 
of sacrifice represented in the pay- 


“ment of the same sum by individuals 
with unequal money incomes, which 


is the major criticism made of 


the liberal-individualistic system; 


would not the same objection hold 
good against a planned economy? 
It will be necessary to consider later 
how it is proposed to escape from 
‘this difficulty. 

But the hedonistic solution is not 
the only possible one. Oscar Lange 
makes a very clear distinction be- 
tween (a) a system in which the 
consumers’ preferences, as expressed 


in their demands and their pur- 
chases, are the determining eco- 
- nomic criteria, and (b) a system 


governed by the subjective appraise- 
ment of a Central Planning Board. 
The two systems will naturally 


- work in very different ways; the 


former seems to be preferred by 
many theorists, tempered, however, 
by certain supplementary measures 


of the second type. 


Second Postulate: Collective 
Ownership of the Means of 
Production 


The collective ownership of the 


means of production and exchange 
was the main feature of the original 
Marxist theory of socialism. 
seemed that once private property 


Mi 


had been expropriated all the rest 


held by many to be a necessary 
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condition. Heimann continues to 
some extent the Marxist tradition 
by placing at the head of the list 
of structural changes the substitu- 
tion of collective ownership for pri- 
vate ownership; he makes this 
change a condition for achieving 
the sociological unity of the people, 
that is to say, the abolition of the 
class war. Dickinson and Lange 
also place collective ownership 
among the indispensable postulates. 

A new trend of thought would 
appear, however, to be developing: 
it places the idea of collective ap- 
propriation in the background or 
even abandons it entirely. Zassen- 
haus appears to identify the first 
postulate (control of economic 
activities) with the second (col- 
lective appropriation). ‘The essen- 
tial point is that the function of 
entrepreneur should be exercised 
by the economic administrative au- 
thority or under its strict super- 
vision, the fact of private ownership 
becoming more or less immaterial. 
Still more characteristic is the at- 
titude taken in France by the 
General Confederation of Labor: 
Robert Lacoste states that the na- 
tionalization demanded by the 
Confederation by no means implies 
the expropriation of the present 
owners and collective appropria- 
tion; the essential point is the 
transfer of the managing function. 

The actual course of economic 
development has probably con- 
tributed largely to this change in 
emphasis; the entrepreneur has be- 
come distinct from the capitalist ; 
that is to say, from the person who 
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supplies the capital, and it is found 
that it is no longer necessary to 
be the legal owner of an under- 
taking in order to have the actual 
management of it; at the same 
time there has been a rapid increase 
in the number of joint stock com- 
panies, which represent the actual 
collective ownership of property. 
It has thus become more doubtful 
whether the collective ownership 
of the means of production and 
exchange is an indispensable condi- 
tion for a planned economy, pro- 
vided always that the economic 
power postulated by the first hy- 
pothesis is sufficiently effective. 

Theoretically, then, one may dis- 
tinguish between two types of 
planned economy, the one with and 
the other without collective own- 
ership. Nevertheless, most authors 
have studied planned economy with 
collective ownership, and it is this 
type that will be discussed here. 
Collective ownership naturally does 
not prevent accounts being kept of 
the cost of the means of production 
and of raw materials at every step 
of the economic process. 


Third Postulate: Retention of 
Money 


In a scientific study of planned 
economy there can be no question of 
eliminating money; the theorists 
generally admit that the planned 
economy must have a monetary 
system more or less similar to that 
actually in practice at the present 
time. Indeed, even Marx and some 
of his followers admitted the re- 
tention of money. 
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The planned economy must have 
a unit for measuring value; it need 
not necessarily be a certain weight 
of yellow metal, but might just as 
well be a certain period of work 
taken as an abstract unit, or some 
other factor. The retention of 
money as a common denominator 
of value is indispensable for the 
solution of the problem of economic 
accounting, and does away with the> 
argument that economic calculation 
would be impossible because there 
would be no unit of value. 
As a means of payment, money in 

a planned economy is “freely dis- 
posable purchasing power,’* or a 
right or claim—indeterminate in 
its object but determinate in its 
amount—to the social product. 
The central authority will issue to 
individuals, under conditions to be 
considered later, vouchers or units 
of income in the form of currency, 
which will then be used for the 
purchase of consumers’ goods in the 
market. ‘This method of indirect 
distribution by the means of cur- 
rency is the best means of guaran- 
teeing freedom of choice for the 
consumer and therefore liberty or 
even sovereignty for him. 


Fourth Postulate: The Free Mar- 


ket for Consumers’ Goods 


Most authors accepting Cassel’s 
postulate do not insist on the dis- 
tribution of commodities by the 
authorities or by means of cards 
showing the rights of each indi- 

’ Dickinson: “Price Formation in a 


Socialist Community,” in Economic 
Journal, June, 1933, p. 239. ; 
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vidual; they accept the idea of a 
free market for consumers’ goods, 
by which is meant a market that 


is free from the buyer’s point of . 


view (freedom to buy or not to 

buy, to choose quality, to determine 
the quantity to be acquired in ex- 
change for payment, with compe- 
tition between purchasers), but a 
monopoly from the point of view 
of the sellers. 

The degree of power granted to 
the consumers may vary according 
to whether they have merely the 
right to select from among the ob- 
jects placed at their disposal by 
decision of the economic authority 

or whether their decisions have a 

predominant or even decisive in- 

fluence on the attitude taken by the 
authority. In the first case, one 
can speak of the freedom of the 
consumers, and in the second of 
their sovereignty. Complete re- 
spect for the sovereignty of the 
consumers would make it difficult 
» to draw up plans, and it would be 
necessary in a planned economy to 
restrict this sovereignty—perhaps, 
as Dickinson suggests, by dividing 
economic life into several sectors 
in which the degree of power 
- granted to the consumer would be- 
come increasingly less as the needs 
concerned became less urgent. 


Fifth Postulate: Free Choice of 
Occupation and Inequality of 
Remuneration 


Dickinson and Lange, like Cassel 
and Heimann, retain the idea of 
free choice of occupation ; they ad- 
mit that in a planned economy 
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persons of working age should be 
free to select their occupation from 
among those available, subject, of 
course, to their possessing the nec- 
essary qualifications. The distri- 
bution of workers over different 
employments would be achieved by 
a differentiation in wages, the re- 
muneration for the services of 
different workers being determined 
by their economic importance. 
That necessarily implies inequality 
in the remuneration of labor. It 
should be noted that this conception 
is not alien to the trend of Marxist 
thought; it was very clearly out- 
lined by Kautsky before the War. 
In the production side of eco- 
nomic life the planned economy 
would therefore necessarily result 
in inequality of remuneration, just 
as is the case in the liberal-individ- 
ualistic economic system; but, as 
distinct from the latter, economic 
activity would not be the only 
source of income; it will be seen 
later that the inequality could be 
corrected to some extent by sub- 
sidiary systems of distribution. 


Sixth Postulate: A Watertight 
Economic System 


The study of the theory of 
planned economy requires, at least 
for purposes of analytical method 
and probably also for its practical 
application, the postulate of a closed 
economic system—a planet, nation, 
or smaller unit—unaffected by dis- 
turbances or influences from with- 
out. Nevertheless, this hypothesis 
does not imply either the applica- 
tion of the system to the whole 
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world (the conception of world 
revolution) or national autarchy 
(the Fascist and National-Socialist 
conception). Itmerely presupposes 
that the economic sphere is water- 
tight and that its relations with the 
external world can be regulated 
at will. It is, unfortunately, im- 
possible within the scope of this 
article to consider the theory of 
economic and financial relationships 
with the external world. 


Ill 
Working of the System 


Equilibrium in Production 


As early as 1931 J. Griziotti- 
Kretschmann represent a planned 
economy as a system in which 
neither the mechanism of supply 
and demand nor the principles of 
the marginal analysis would come 
into play. This conception is now 
out of date. After B6hm-Bawerk’s 
criticisms of the classical Marxist 
cost-of-production theory of value, 
and the developments of economic 
science, the theory of a planned 
economy can no longer be based on 
a unilateral conception of value 
which ignores the consumer’s pref- 
erence, nor can it ignore the theory 
of equilibrium. The objections of 
Max Weber and von Mises based 
on the impossibility of accounting 
were partially justified with regard 
to the primitive forms of Socialist 
society, but contemporary authors 
have endeavored to make allowance 
for them. As Lange has wittily 
said, the Government of the Social- 
ist State of the future will have to 
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set up a statue to von Mises in the 
great hall of the Ministry of So- 
cialization as a token of gratitude 
because he compelled the Socialists 
to tackle the real problem. 

As in the capitalist economic 
system and in any other system— 
even a Robinson Crusoe one—the 
problem is to strike a balance be- 
tween the demands or preferences 
of the consumers and the relative 
scarcity of the primary factors of 
production, including the labor 
factor. 

In the case of consumers’ sov- 
ereignty (and not merely freedom 
of choice), where the economic 
authorities would base their de- 
cisions on the preferences of the | 
consumers and not on ethical con- 
siderations, practically the same 
solution is proposed by Cassel, Hei- 
mann, Dickinson, and Lange. 

In the market for consumers’ 
goods there are potential demands, 
dependent on prices, for the various 
products. Without going into the | 
psychological factors determining 
the individual curves, it is sufficient 
to know—as was already pointed 
out by Walras in the case of free 
competition—the demand curve of 
society, which is the resultant of 
the individual curves. The social 
demand curves for various products 
can and must in a planned economy 
be known more exactly than in a 
liberal-individualistic economy, for 
the selling organizations all have 
a monopoly and can study the con- 
sumers’ reaction to price changes, 
if necessary by scientific experiment. 

At the outset, the supply of con- 
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sumers’ goods in the market would 
be given, in view of the actual situ- 


ation at the point of departure. 


(Or as a result of the decisions of 
the economic authority in the case 
of a pre-established plan.) All 
that would be required, therefore, 
would be to determine the price 
at which the whole of the available 
supply could be sold, since a planned 
economy aims at giving satisfaction 


~ to the consumers and not at value. 


The equilibrium price would be 
that which caused the given supply 
to coincide with the demand and 
not, as frequently happens in the 
present economic system, the price 
which guarantees the maximum 
value for the product of the two 
factors: unit price and quantity 
sold. But this is only a problem 
of temporary equilibrium which 
would not produce a final equilib- 
rium, because this equilibrium price 
might not cover the cost. 

The real problem would arise 
the selling organizations 


The selling organizations, in the 
light of their experience of the 
market for consumers’ goods, would 


draw up demand curves and send 


them to the various manufacturing 
bodies (Dickinson). These de- 
mands would not be definite orders 
at a given price but merely demand 
schedules dependent on prices, sim- 
‘Jar to those drawn up by exchange 
brokers as a summary of the orders 
of their customers. These demand 
schedules would reflect very exactly 
the consumers’ preferences. They 


would be transmitted to the manu- 
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facturing bodies, which in turn 
would break up each demand for 
a finished article, in the light of 
technical considerations, into de- 
mands for the ultimate productive 
resources (labor, natural resources, 
and capital). Working backwards 
in this way through the whole 
process of production one would 
pass from the demand curves 
(either expressed by the consumers 
or calculated or assumed) for the 
final products to the demands for 
the ultimate resources. 

The trust, having a monopoly 
for the manufacture of a product, 
would have the following general 
instructions: (1) to endeavor to 
satisfy the consumers’ desires so 
far as possible at the lowest cost; 
it would, therefore, try to reduce 
costs by technical improvements ; 
(2) to achieve equality of marginal 
productivity for the various fac- 
tors; it would, therefore, have to 
combine its demands for the ulti- 
mate productive resources in such 
a way that the receipts obtained 
from the subsequent undertakings 
in exchange for a given expenditure 
were equal, irrespective of the fac- 
tor employed: for instance, a hun- 
dred francs devoted to the purchase 
of labor would have to bring in 
the same amount as a hundred 
francs used for the purchase of raw 
materials. 

In the light of these two rules 
and technical conditions, the va- 
rious manufacturing trusts would 
thus be able to submit demand 
schedules for the various ultimate 
productive resources. 
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Take the case of labor. The 
problem is not difficult, since there 
is free competition on the market 
on the selling side (workers) as 
well as on the buying side (various 
trusts), and the usual theory may 
therefore be applied. On analysis 
it would appear that a position of 
equilibrium would be reached in 
three interdependent stages. 

First stage: The trusts requiring 
labor would draw up their demand 
schedules for labor in terms of va- 
rious possible wage rates; in so 
doing they would obviously adopt 
as a basis the marginal monetary 
productivity of labor; all the ap- 
plicants for labor would meet in 
the employment market, where a 
single aggregate demand for labor 
as a function of wages would 
emerge. 

Second stage: In this market an 
equilibrium rate of wages corre- 
sponding to the employment of all 
the available workers would be 
reached (Dickinson, Lange); the 
market rate would, therefore, on 
the assumption that all the available 
workers were employed, corre- 
spond to the productivity of the 
last worker among those available. 

It will be seen later that the 
existence of a subsidiary distribu- 
tion mechanism and the breaking 
of the rigid bond uniting produc- 
tion phenomena with those of dis- 
tribution in the capitalist system 
make it possible to adopt this ra- 
tional solution without any hesi- 
tation. 


Third stage: Once an equilib- 
rium wage rate has been fixed ob- 
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jectively in the market, those poten- 
tial demands which correspond to 
that rate will be met ; for each trust 
the quantity of labor acquired will 
be determined by the intersection 
of the demand curve (which is a 
curve of productivity) and the 
market wage. ‘The quantitative 
distribution of labor over the dif- 
ferent branches will thus automati- 
cally be achieved. 

In so far as a trust would “buy” 
labor, that would mean (a) that it 
hoped to obtain a return at least 
equal to the wages; (b) that the 
productivity of labor in the trust 
would be at least equal to that 
obtained by spending the same sum 
on the purchase of other factors of 
production; (c) that the employ- 
ment of labor was at least as profit- 
able in that trust as in any other. 

The demands for labor that were 
not satisfied would necessarily be 
those of least utility. The price of 
labor being uniform, there would 
be equality of marginal produc- 
tivity in various employments and | 
that would guarantee that the al- 
ternatives which were sacrificed 
were not more important than the 
forms of production decided upon. 
It will thus be seen that the dis- 
tribution of labor over the various 
branches would be entirely in har- 
mony with sound economics. 

The question arises in a slightly 
different form for the other factors 
of production. Natural resources 
and raw materials are the collective 
property of society and for them 
there is no market in the strict 
sense as for labor. These various 
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materials would, in fact, be man- 
aged by the accounting organiza- 
tions, each having a monopoly of 
the distribution of a given product 
(the coal office, the copper office, 
etc.). There is no reason why the 
office should not “‘sell,”’ that is, ask 
to be credited with a certain sum 
in the accounts of the purchasing 
trust. As the supplying body has a 
monopoly it could practice a policy 
of distribution which suited itself 
(that is, decided upon by the Su- 
preme Economic Council) ; it could 
distribute its supplies at its dis- 
cretion, or practice differential 
prices or leave the purchasing trusts 
to compete among themselves. In 
so far as the Economic Council 
wished to guide industry or ensure 
the completion of a plan, it would 
follow one or other of these three 
methods. In any case the sums 
placed to the credit of the offices 
for raw materials would be the 
property of society as a whole, 
_which could distribute them as it 
desired or save them. 

Lange prefers the method of 
competition among the purchasers. 
A price would have to be fixed so 
as to eliminate those undertakings 
which could not use the raw ma- 
terials in question as well as other 
undertakings could. If the quan- 
tity available were fixed, the price 
would settle at a level at which 
demand would coincide with the 
supply. The demand schedules 
being given and the quantity of the 
raw material also being given, the 
uniform selling price to the various 
trusts (or the various manufactur- 
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ing undertakings) would be fixed. 
When the price was fixed the quan- 
tities desired by each trust in ac- 
cordance with its own demand 
curve for that commodity would 
also be fixed, and consequently the 
allocation of the commodity to va- 
rious industrial uses would be de- 
termined. As in the case of labor, 
the rule of equality of marginal 
productivity between the various 
possible uses to which the same 
commodity could be put would be 
applied and an order of priority 
would be established for the use of 
raw materials. 

As regards capital in the sense 
of existing purchasing power, 
there are also several possibilities. 
In the distribution of capital to 
the trusts, the banking system, act- 
ing in the same way as the offices 
for raw materials, could also follow 
any policy it preferred: distribution 
at its discretion, differential rates, 
or competition. With regard to 
the raising of capital, the Supreme 
Economic Council would also have 
a choice; it could, as Lange pro- 
poses, arbitrarily fix the amount of 
capital to be accumulated and effect 
this accumulation corporately, that 
is to say, before distributing the 
social dividend (like joint stock 
companies which set aside their 
reserves before distribution of their 
dividends), or it could ask the 
public for their savings, in which 
case an adequate rate of interest 
would be fixed; on this latter hy- 
pothesis the capital market would 
resemble that of the liberal system. 

Once the prices of the ultimate 
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productive resources have been de- 
termined, we come back to the 
commodities produced for consump- 
tion, the quantities of which to be 
produced and the cost of production 
of which will be fixed automati- 
cally. Ineach manufacturing trust, 
the cost of the various factors being 
determined by circumstances over 
which the trust has no control, it 
will suffice to study the demand 
schedule for consumers’ goods to 
know what quantities should be 
produced. 

It will be seen that the planned 
economy, except for certain possible 
alternatives and the fact that the 
prices paid for natural resources go 
to society as a whole, closely re- 
sembles the liberal-individualistic 
economy. 

The resemblance is so great that 
supporters of the theory of planned 
economy believe that they can apply 
to it the systems of equations gov- 
erning the conditions of general 
economic equilibrium (Barone, K. 
Tisch, Zassenhaus, Dickinson). 

It would therefore be possible 
to obtain not only a balance for 
each product but also a general 
equilibrium, depending on the so- 
lution of the numerous equations 
required. 

Hayek and Robbins, followed by 
Durbin, maintain that the system 
of simultaneous equations is not 
a practicable procedure. They do 
not deny that it is possible to con- 
ceive theoretically a satisfactory 
distribution of resources and a sci- 
entific method of calculation in a 
planned economy, but they doubt 
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whether in practice the difficulty 
could be solved, because they say 
it would be necessary to solve mil- 
lions of simultaneous equations. 
But in so doing, Hayek and Rob- 
bins abandon the main position 
taken up by von Mises and with- 
draw to a second line of defense, 
which has also been attacked. 

As Durbin has pointed out, the 
argument based on the practical . 
difficulties applies to the liberal- 
individualistic economic system just 
as much as to a planned economy. 
But in the liberal-individualistic 
system a practical solution is ob- 
tained by a series of successive trials 
(tdtonnements) starting from a 
price selected at random (Walras’s 
prix criés au hasard). ‘There is 
no reason for not admitting the 
same procedure for a planned econ- 
omy ; it is the solution by trial and 
error, first mentioned by Taylor 
and recently revived by Oscar 
Lange. The errors in either direc- 
tion would be perfectly clear to the 
economic authorities, appearing in 
the form of a surplus or shortage of 
the product whenever the price was 
not the equilibrium price corre- 
sponding to the conditions expressed 
in the equations. It would there- 
fore be sufficient to rectify matters 
on the basis of the data obtained 
from practical experience, more or 
less as an artilleryman, having ap- 
proximately determined his direc- 
tion and elevation by calculation, 
fires off several trial rounds so as 
to correct his aim by observing 
where the shells actually fall. It 
is probable, in Lange’s view, that 


the method of trial and error would 
work much better than in a com- 
petitive market, because the Central 
Planning Board would have a much 
fuller knowledge of the real situa- 
tion than any individual entrepre- 
“neur; consequently it could reach 
an equilibrium after a much shorter 
period of trial and error than is 
the case with free competition even 
in its most perfect form. 
~ Thus a planned economy seems 
to these writers capable of produc- 
ing an equilibrium in the field of 
production by following more or 
less the principles of the liberal- 
individualistic economy but apply- 
ing them with more chances of 
success, because, as Dickinson says, 
the system would work, as it were, 
in a glass house in which all the 
details of the mechanism and its 
working could be followed. 
It is true that in the course of 
this survey mention has been made 
of certain alternatives, and a 
planned economy is certainly richer 
‘in possibilities from the point of 
view of economic technique than 
the liberal-individualistic system. 
In particular the planned economy 
would seem to be the best means 
of putting into satisfactory opera- 
tion the magnificent, harmonious 
“systems described by Walras, 
Bohm-Bawerk, Pareto, Marshall, 
and others. 
Equilibrium in the Distribution of 
Income 


The similarity of the mechanism 
of a planned economy to that of 
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a competitive economy exposes it to. 
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the same objection. By following 
the preferences of the consumers as 
expressed in money demand, it will 
not be possible to reach equality 
of satisfaction unless incomes are 
equal; because it would only be 
in such a case that the demands of 
different consumers for commodi- 
ties at the same price would repre- 
sent an equal urgency of needs. 
But the mechanism for the remu- 
neration of labor implies differences 
of income for different work; 
consequently, the planned economy 
would seem to be faced by the same 
difficulty as a free economic system. 
Oscar Lange, who systematically 
studies this problem, gives a solu- 
tion which is analogous to that 
suggested by Dickinson. 

In the first place, one must 
distinguish between two forms of 
distribution of income. In the lib- 
eral-individualistic economy, leay- 
ing out of account the field of 
public finance, there is only a single 
form of distribution of income— 
that resulting from the mechanism 
of production; it is not an inde- 
pendent economic process; it is the 
situation on the markets for pro- 
duce, employment, capital, and 
natural resources that directly 
determines the shares to be dis- 
tributed to entrepreneurs, work- 
ers, capitalists, and landown- 
ers. In a_ planned economy 
this method of distribution also 
exists, but it is supplemented by 
a subsidiary mechanism which is 
more or less social, The con- 
sumers’ income must, therefore, be 
considered as consisting of two 
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parts: one representing the remu- 
neration for the services rendered 
in his economic activity and the 
other a social dividend representing 
his individual share in the income 
of society. 


Distribution in Respect of 
Economic Activity 


Wages, as have been seen, neces- 
sarily vary from occupation to oc- 
cupation so as to maintain both the 
free choice of occupation and a 
proper allocation of workers to 
different jobs. This inequality is 
inevitable but it can be restricted 
to the exact minimum which will 
suffice to induce workers to enter 
different occupations. In our pres- 
ent society quite considerable dif- 
ferences are required, because 
certain occupations call for very 
long preparation, the cost of which 
must be borne by the worker or his 
family; the more vocational train- 
ing is developed and made accessible 
for all, the less will be the differ- 
ences required in wages. Without 
going so far as to propose assign- 
ment by military discipline, there 
are various measures (vocational 
schools, scholarships, vocational 
guidance) by which the distribu- 
tion of workers could be influenced 
otherwise than by wage differen- 
tiation only. The differences in 
remuneration might thus be rela- 
tively slight. And there is another 
justification for these differences. 

Lange gives a very skilled proof 
that equality of income is compati- 
ble with inequality of wages. He 
says in effect that a lower wage 
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may be considered as corresponding 
to work that is more pleasant for 
the worker and a higher wage to 
work which is less pleasant, because 
a certain repugnance has to be 
overcome before workers are pre- 
pared to accept the unpleasant job. 
In reality, therefore, a less well- 
paid worker in a more pleasant job 
should be considered as having the 
normal wage placed to his credit 
while a certain sum is debited to 
him as payment for the pleasant- 
ness of his work. ‘The inequality 
in wages would, therefore, be only 
on the surface, and behind it there 
would be an equilibrium between 
the marginal productivity of the 
labor for industry and the relative 
marginal disutility of the work for 
the worker. If one thinks of the case 
of salaried employees, who often 
accept lower remuneration in order 
to have the advantage of work that 
is clean, not fatiguing, and implies 
a certain social standard, Lange’s 
theory appears attractive. It holds 


good if the rates of wages are fixed 


solely in terms of the subjective 
preferences of the workers, but the 
question is whether it will not often 
be necessary to explain wage rates 
by other reasons (compare the low 
wages in arduous occupations, and 
the influence of changes of indus- 
try, scarcity, etc.). 

In any case, the inequality result- 
ing from wages is not so important 
as the inequality due to the differ- 
ences between labor income and 
other types of income. The large 
incomes in the capitalist system 
generally derive not from labor in 
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the strict sense but from a differ- 
ential or absolute rent. Now it is 
the purpose of a planned economy 
to abolish individual income from 
rent and to make it a social divi- 
dend, thus reducing the inequality. 
Income from capital, the price paid 
for natural resources and raw ma- 
terials, interest, and any surplus 
in selling prices over the cost of 
production, as well as the sur- 
charges for risk, would be paid into 
a social fund (Dickinson). After 
deducting the sums required for 
the accumulation of capital (new 
investments) this fund would be 
used for a second distribution of 
an ethical and social type. 


The Social Distribution 


This is not a primary distribu- 
tion connected with the economic 
mechanism, but a redistribution 
governed by humanitarian, ethical, 
and social principles. It would be 


partly in kind and partly in cash. 


The social fund would be used 
to finance a sector of socialized con- 
sumption, that is, for the free dis- 
tribution of various goods and 
services which should in all circum- 
stances be at the disposal of citizens. 
Even at the present time States 
supply free of charge highways, 
protection, education, and medical 
services; the socialist State, being 
infinitely richer through possessing 
the income from capital, would ex- 
tend the scope of these free supplies. 

The goods and services included 


in this sector would be produced 


in accordance with a decision taken 
by the economic authority at its 
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discretion and based on motives 
other than the money demands of 
the consumers. In this way the 
goods and services considered of 
primary necessity would be distrib- 
uted to all, irrespective of their 
money income; there would, there- 
fore, be no possibility of the least 
necessary demand of a person with 
a high income taking priority over 
the essential needs of a person with 
a very low income. 

If any further sums were avail- 
able, the social fund could distribute 
cash. Lange even advocates a dis- 
tribution in cash in the form of a 
given percentage of the basic in- 
come, but Lerner has objected, and 
rightly, that this would increase 
the inequality and that it would 
doubtless be better to distribute 
equal shares, leaving the beneficia- 
ries to choose the products they 
desire. This distribution in cash 
to be used at the option of the con- 
sumer would make the control of 
the economic system more difficult 
and therefore should not take place 
until all the essential needs of all 
the citizens have been met out of 
labor income and by the free dis- 
tribution of goods and services. 

It will be seen that the existence 
of a subsidiary mechanism of distri- 
bution would make it possible to 
apply without hesitation a system 
of remuneration for labor based on 
marginal productivity, since any 
shortage in the remuneration for 
labor would be counterbalanced 
for each citizen by the distribution 
of cash from the social fund. 

Thanks to this dual mechanism 
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of distribution, inequalities in dis- 
tribution would be reduced to the 
strict minimum required to ensure 
the proper utilization of labor and 
to maintain a stimulus to work. 
Consequently, the dangers of “plu- 
ral voting” in the purchase of com- 
modities would be reduced to a 
minimum and Dobb’s objection 
would therefore fall to the ground. 


IV 
From the point of view of 
abstract theory, therefore, the 


mechanism of planned economy is 
perfectly conceivable, and seems 
capable of maintaining economic 
equilibrium at least as well as the 
mechanism, likewise abstract, de- 
scribed by the classical economists 
for the system of perfectly free 
competition. Indeed, the planned 
economy described in this article 
seems clearly to be inspired by neo- 
classical theories, which it seeks to 
develop and correct. It retains the 
hedonistic objective and the me- 
chanics of marginal equilibrium. 
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Faithful to its inheritance, it aims 
above all at making the best use 
of the wealth bequeathed to it by 
its predecessors; its principal pre- 
occupation is to find ways of im- 
proving the working of the great 
economic machine. Realizing that 
the abstract notion of a perfect 
system of free competition is obso- 
lete in practice, it tries to solve the 
problem of economic equilibrium 
by means of an advanced degree of 
rationalization, now applied to the 
relations between undertaking and 
undertaking and between industry 
and industry. 
Above all, it is not confined to 
considerations of economic efh- 
ciency. In the theory based on 
free competition, the distribution 
of income is only a by-product of 
the economist system. In the. 
planned economy it becomes an | 
independent and even a preponder- 
ant activity. Economic laws are 
no longer studied to the exclusion 
of social justice. 4 
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bining a specific aim with 
a specific method: mod- 
ern “planning” is designed to make 
possible the growth of the economic 


system as a whole without waste 


and major disturbances, especially 
without crises. It holds that this 
goal cannot be achieved without 


the construction of a more or less 


elastic, but always consistent, gen- 


eral plan of ends and means for a 


rather long period, and the direc- 


tion or control of economic activi- 


e 


ties according to this plan. This 
concept allows for many varieties 


‘of direct or indirect methods of 
- control, so that different “tech- 


nical” types of planning have to be 
distinguished. But even more im- 
portant is a classification according 


to the social content and the social 


framework of the economic plans 
and policies. 

We may speak of capitalist plan- 
ning if planning proceeds within a 
system based mainly upon capitalist 
property and control. In this paper 
we may be allowed to neglect the 
ultimate social and political feat- 
ures of such a system. We may 


simply ask: how is capitalist plan- 


ning possible? This problem can- 


Ue 


not be solved merely by eliminating 
competition and co-ordinating all 
of the separate parts of the econ- 
omy by voluntary agreements 
“from below’. An effective at- 
tack on the problem of balancing 
the different branches of produc- 
tion can be made only by a central 
agency which has real power to 
supervise and to control the entire 
economic system. This central 
authority is very often compelled 
to enforce its decisions against 
otherwise independent producers or 
groups of producers who want to 
defend their vested interests 


(chiefly, that is, the value of their 


investments) or to reap large 
profits individually at the cost of 
general disequilibrium. The fact 
that entrepreneurs have many ways 
of evading the orders of a planning 
authority necessarily diminishes, or 
even destroys, the chances for suc- 
cessful planning in a capitalist 
economy. ‘This statement is justi- 
fied particularly with respect to 
centralized control of credits which 


1 This article is a résumé of a paper 


by Kurt Mandelbaum and Gerhard 
Meyer: “Zur Theorie der Planwirt- 
schaft”, published in Zeitschrift fir 
Sozialforschung (Paris), vol. Il, pp. 
930-261. Recent developments in the 
theory of planning and socialism are 
mentioned only occasionally. 
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implies, above all, an attempt to 
regulate investment activities. For 
credit policy especially may easily 
and in large measure be counter- 
acted, for example, by self-finan- 
cing (the re-investment of corpora- 
tion profits in the same companies). 
Most entrepreneurs have a large 
sphere of uncontrollable freedom in 
evaluating amortization, in esti- 
mating overhead costs and in pric- 
ing stocks. General interests and 
powerful private interests must 
clash very often, especially in a sys- 
tem composed of large, more or 
less monopolistic units; and within 
the rules of the capitalistic game 
every risk-bearer is supposed to pro- 
tect himself against a loss-inflicting 
control from the outside. 

Thus, there remain only two 
alternatives, both of which abolish 
economic power of individuals or 
individual groups. ‘The first, the 
result of a long struggle between 
various capitalist factions, is a thor- 
oughly pooled capitalism under the 
leadership of the victorious group 
and a closely related central bu- 
reaucracy of the State. The aims 
(and the justification) of such a 
system can only be the elimination 
of the wastes of depression and in 
part by this means the defense of 
capital property rights as a whole, 
and finally—as long as there are 
national states—better preparation 
for aggressive or defensive imper- 
ialism. The costs have to be borne 
chiefly by the propertyless and pow- 
erless masses. The second way out 
is, of course, the socialization of the 
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means of production, the abolition 
of all private economic power.” 


Il. 


Dismissing the fundamental 
question of how to establish social- 
ism, we shall concentrate on the 
problem of planning in an already 
functioning socialist society. There 
may be, in exceptional cases, effec- 


tive planning outside socialism, but 


in any case modern socialism is in- 
conceivable without “planning” in 
the sense defined previously. By 
removing the main obstacles to ef- 
fective planning, socialism gives, at 
the very least, an incomparable op- 
portunity for rational control, for 
a co-ordinated development of the 
economic system and of society as a 
whole. European liberals like 
Mises object, however, on the 


ground that with the introduction 


of socialism the conditions for ra- 
tional management and control, 
namely, economic calculation, are 
destroyed. “The problems of pre- 


serving a dynamic equilibrium and. 


2 Public ownership of the community’s 
capital equipment is, of course, not yet 
socialism, but only an indispensable 
condition, at least, if one does not in- 
terpret the somewhat formal term “‘pub- 


lic’ in a very material, that is, in a | 
very democratic sense. A socialist state — 


of society cannot be conceived without 
reference to the contents and aims of 
the historical socialist movement to 
overcome capitalist and all other class 
domination. Otherwise, “public own- 
ership” might well be the basis of a 
pseudo-socialism, controlled by new bu- 
reaucratic and militaristic interests, all 


of which would not be very different 


from the fascist authoritarian states. In 
the following remarks, these central po- 


litical and sociological problems are 


neglected; we confine ourselves to the | 


rather narrow and somewhat formal- 


istic field of an economic theory of so- 
Cialist planning. 
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of controlling efficiency by means 
of rational calculation are the two 
main topics of all discussions on the 
economics of socialism. Our main 


conclusions are first, that both 


 torily *; 


problems can be solved satisfac- 
and second, that not only 
one, but many types of socialism 
are conceivable. For all of these 
types positive solutions of the prob- 
lems involved are possible, though 


spractical political and technical 


12: 


considerations may lead us to prefer 
certain special types. The most 
fruitful criterion for classifying 
types of socialist planning seems to 
be the degree of control which is 


exercised over all economic activi- 


- 123 seq. 


- other words, 


ties by the central planning 


authority. 
The two resulting polar types 


may be called strongly centralized 


administrative socialism and rela- 


“tively decentralized market social- 
ism. 
no markets, not even of consumers’ 


In the former case there are 


goods. Everything is allocated by 


the planning board according to a 


consistent, comprehensive plan; 
workers and means of production 


3Zater contributions have definitely 
established this statement. Cf. espe- 
cially: O. Lange: “The Economic Theory 


- of Socialism”, in the Review of Eco- 


momic Studies, vol. IV, pp. 53 seq. and 
It should, however, be men- 
tioned that most articles written on the 
subject deal comparatively little with 
the problems of equilibrating the sys- 
tem (planning in the narrow sense); in 
they are far too interested 
in the statics of socialist pricing instead 
of in the dynamic problems. A forth- 
coming book by Maurice Dobb of Cam- 
bridge promises to fill this gap. The 
best book on the subject at the present 
time, Barbara Wootton’s Plan or No 


Plan, is unfortunately somewhat marred 


by ambiguities and even flaws in its 


_ theoretical groundwork. 
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are allocated to the different 
branches of production and con- 
sumers’ goods to the consumers.’ 
At the opposite extreme, market 
socialism (in the purest sense) 
means the preservation of all mar- 
kets for commodities and services 
combined with a merely “indirect” 
control of investment activities in 
order to prevent disequilibria and 
crises. "The means of production 
are owned by the State, but en- 
trusted to many units, and all eco- 
nomic decisions are decentralized 
as much as possible. If there were 
not interference with long-term in- 
vestments, one might say that the 
promoters of this type of socialism 
are liberals who aim to establish 
true competition under socialist 
conditions because it is becoming 
increasingly impossible under capt- 
talism. The preferences of the con- 
sumers directly govern the system ; 
plan and planning authorities have 
only to forecast future demands 
and to smooth all processes of 
growth and thereby to preserve the 
full use of all factors and of total 
purchasing power. 

Between these poles a long 
chain of intermediate cases may be 
set up. These we have tried to 
group into modified forms of either 
market or administrative socialism. 
It is rather difficult to draw clearly 
distinct lines. One may properly 
speak of a modified administrative 
socialism if all production is di- 


4It is, of course, misleading to call 
this kind of economy “authoritarian” 
or “dictatorial” (instead of “central- 
ized”). The choice between the various 
plans may be effected by thoroughly 
democratic methods. 
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rected by the planning authority 
itself, but consumption (and per- 
haps also jobs and professions) 
left to everyone’s free choice—as, 
for example, in the Marxian sys- 
tem of “Labor-certificates’. On 
the other hand, beginning with 
the marginal case of pure market 
socialism, there are different ways 
of modifying, manipulating, or 
partially replacing the mechanism 
of the market. The production 
and investment of capital goods, 
especially of durable equipment, 
may be taken out of the market. 
They would be directly allocated 
according to a concrete plan of de- 
velopment. Besides these limita- 
tions as to the range of the market 
mechanism, qualifications as to the 
mode of pricing would be possible 
and probable. First the prices 
might be determined not on the 
market itself between sellers and 
buyers, but by some more central 
authority. The managers of all 
productive units would then have 
to accept those prices as given and 
to adjust their supply and demand 
to those data. If the prices were 


fixed by the central authorities as if. 


there were competition, the situa- 
tion would not differ greatly from 
the pure case of market socialism. 
This formal possibility of fixing 
prices may, however, be used for 
bringing about material deviations 
from “free” market prices, all 
kinds of monopolistic interferences, 
including price discrimination for 
different types of consumers or 
users.” 


It should be remembered that 
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the instrument of monopoly is not 
necessarily bound up with capital- 
ist maximization of profits, but can 
be used for very different purposes. 
A short step further, and we would 
have not only price control, but also 
the combined fixing of production 
and prices which is—in the long 
run—almost impossible under cap- 
italistic conditions, but perfectly 


manageable under a system of pub- ~ 
lic ownership of the means of pro-_ 


duction, provided only that prices 
and output are really adjusted to 
each other and to the surrounding 
conditions. We cross the border- 
line to modified administrative 
socialism when consumers still have 
the formal right to choose their 
means of satisfaction, but when at 
the same time the production and 
pricing even of consumers’ goods is 
not directly and immediately de- 
termined by changes in consumers’ 
demands. 


Ill. 


So far we have merely described 


some types of socialist economy. We 
shall analyze and test them accord- 
ing to our two main problems °: the 


possibility of rational calculation © 


and the elimination of dynamic dis- 


ye 


equilibria without checking general 


5 At least in the market for invest- 
ment credits such monopolistic manip- 
ulation, usually called qualitative con- 
trol of credits, would be necessary even 
in the marginal case of an otherwise 
“pure” market socialism. 


‘A third main question is, of course, — 
how to bring about greater equality of — 
income and of opportunities for per- — 
sonal development. It may be taken for | 


granted that these problems can be — 


solved rather easily (and automatic- 
ae without infringing upon other 
aims. 


on? ae 


progress. With administrative so- 
cialism, maintaining general equi- 
librium is clearly not a serious eco- 
nomic problem if the general plan 
is worked out consistently and if 
there is sufficient control over the 
production units. Partial errors are 
possible (especially in the case of a 
modified administrative socialism) 
and in the light of later develop- 
ments of tastes and_ techniques, 
some long-term investments might 
“prove to have been unwise. How- 
ever, all of these deficiencies can be 
isolated and cured by new planning 
rather easily without cumulative 
effects dangerous for the system as 
whole. In other words, a social- 
ist long-range plan (even an elastic 
one) minimizes by its very nature 
“uncertainty” and risks of invest- 
“ments; it fixes (or rather, consti- 
tutes) “‘anticipations”' and changes 
‘surprises from immediately effec- 
tive determinants of economic ac- 
tivities into rather harmless data 
for new plans.° 


7 The whole theory of planning could 
‘and should be rewritten in terms of 
“anticipations”’. The formal apparatus 
of notions as developed, e.g. in A. G. 
Hart’s paper on “Anticipations, Business 
Planning and the Cycle”, Quarterly 
Journal of Economics, February, 1937, 
might prove very helpful. Cf. also Allan 
R. Sweezy, ‘The Role of The Economist 
‘in a Socialist Economy” in Explorations 
in Economics (in honor of F. W. Taus- 
sig), New York, 1937; and Dobb’s forth- 
coming book with whose general atti- 

tude the writers became acquainted 
through a paper delivered before the 

_ Manchester University Society of Com- 
merce in 1936. 


8 Only natural catastrophes would re- 
main uncontrollable, but even their 
immediate effects (not to speak of in- 
direct repercussions) could be checked 
by building up safety stocks of com- 
modities, which again is much more 

_ feasible under socialist than under cap- 
_ italist conditions. 
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If major cumulative distur- 
bances can be avoided, very much 
has already been done to increase 
the actual productivity of the sys- 
tem which is itself again one of the 
main requisites for enabling further 
progress. It is, however, often 
argued that the compulsion and 
will to progress may be weakened 
under more or less bureaucratic 
management, especially with thor- 
oughly centralized administrative 
socialism. Though this objection 
has some validity in the case of 
rather undeveloped countries, 
neither theoretical reasoning nor 
practical experiences with state- 
owned corporations prove that it 
necessarily and generally holds 
true.” 

To a certain extent, the efficiency 
of the economic system depends also 
on the possibility of rational and 
correct calculation. This point was 
overwhelmingly stressed first in 
German, and now in English dis- 
cussions about the economics of 
socialism. It is true that the usual 
setting and treatment of this prob- 
lem look somewhat spurious and 
futile, or at least greatly overem- 
phasized. One must, however, ad- 
mit that the conditions and methods 
of rational calculation (as a means 
of rational planning) are theoret- 


°'There are many substitutes for the 
profit motive, which has already been 
very much qualified under present day 
capitalism. Although under capitalist 
conditions these changes in entrepre- 
neurial psychology become rather dan- 
gerous, this is not so under socialist 
conditions. Also it should be remem- 
bered that observable deficiencies of 
bureaucratic machines seem important 
only against the background of very 
progressive aims. 
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ically and practically important and 
that very often socialists themselves 
were not very clear and consistent 
as to these points. From a theoret- 
ical point of view, calculation in 
pure administrative socialism is an 
especially interesting and somewhat 
more difficult problem. ‘There are 
no markets, no money and no ef- 
fective prices. How, then, is it 
possible to calculate actual and op- 
tional costs and to allocate means 
of production most economically 
according to the relative impor- 
tance of the ultimate ends? “The 
answer is, of course, that the ab- 
sence of markets and market prices 
does not mean that no other true 
indices of economic importance can 
be found. Besides market prices, 
“accounting prices’ or ‘‘quasi- 
prices” are conceivable. This an- 
swer can be elaborated either along 
the lines of modern marginal eco- 
nomics or in accordance with a 
(somewhat qualified) labor theory 
of value. The first analysis— 
which stresses ‘‘demand”—assumes 
that the central authority, endowed 
with a given amount of formal 
purchasing power, can express its 
preference scales quantitatively. 
These schedules of valuations, to- 
gether with the given amounts of 
labor, existing equipment, tech- 
nical possibilities, and the hypo- 
thetical amounts of community 
saving, determine for every item 
accounting prices, the best method 
of production, and so on.” The 
second solution places more empha- 
sis on supply or “costs.” The 
planning authority knows only that 
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with a given amount of labor, ma+ 
chines, buildings, mines, etc.—as+ 
suming that all items are used i 
the most economical way—it ca 
produce within a certain number off 
years a great variety of social divi- 
dends. It has to choose betwee 
these different hypothetical natural 
plans. For this choice no prices 
(neither market, nor other account- 
ing or quasi-prices) are needed; 
general quantitative consideration 
of welfare, political necessities an 
so on are quite sufficient for a defi- 
nite decision. Knowing that t 
forego one unit of a certain prod- 
uct would set free a certain amount: 
of cost factors calculated in term 
of a common unit, might be helpful! 
for making a choice between va-: 
rious plans, but is not indispensa- 
ble. We have, however, assumed 
that all plans are constructed on 
the hypothesis that every production! 
is calculated to be the most eco- 
nomical possible under the given 
conditions. For calculating mini- 
mum costs, for choosing the optimal! 
method and scale of production,, 
an accounting unit is clearly nec-- 
essary. Under our assumptions,, 
this can only mean a “technical”! 
unit of socio-conomic importance... 
As we have demonstrated, labor} 
units—in spite of many objections: 
to the contrary—provide a stand- 
ard in terms of which all cost items 
can be quantitatively expressed. | 

10 We mentioned this approach rather 
cautiously in our German article, p. 244, 
note 2. Following the tradition of so- 
Cialist theory, we stressed more the 
theoretical possibility of an accounting 
system based on labor values because it 


is just this solution which is very often 
attacked on insufficient grounds. J 


IV 


If we turn to market socialism, 
he problem of pricing and calcu- 
ating loses some of its theoretical 
mportance and the problem of 
planning proper comes into the 
foreground. It cannot well be ar- 
pued that there are no prices with 
vhich to calculate. Under most 
oncepts of socialism some modi- 
fications of, or exceptions to, real 
and “free” markets are proposed ; 
n some important spheres only ac- 
ounting prices are to be charged— 
as is true also in the intermediate 
steps of a vertically integrated 
rust today. Here liberal critics 
alter their attack by saying that 
actual market prices and accounting 
prices would necessarily be “falsi- 
fied” because of arbitrary price 
fixing. We have already suggested 
‘(and it has been proved by many 
writers“) that authoritarian pric- 
ing can be made strictly in accord- 
ance with supply and demand. 
But even if prices are “manipu- 
lated”—which means, essentially, 
that certain types of production 
(or consumption) are subsidized 
and others charged with special 
taxes—arbitrariness is by no means 
necessarily involved. There may, 
of course, be an inconsistent manip- 
ulation of certain key prices, as for 
example, of wages, which might 
cause unemployment or idle ca- 
pacities, but this is not necessary 
or even probable. 

Thus there remains only the 


11See especially O. Lange and Mr. 
Lerner’s comments, Review of Economic 
‘Studies, vol. IV, pp. 72-76. 


A CONTRIBUTION TO PLANNING THEORY 


215 


criticism that by price manipulation 
certain groups of consumers are 
favored at the cost of others. This 
criticism, however, clearly does not 
relate to the possibility of calcula- 
tion and not even of rational calcu- 
lation, pricing and production, but 
refers to the quite different prob- 
lem of whether the wishes of the 
individual consumers—within the 
range of their incomes—are really 
sacrosanct or may properly be in- 
fluenced, either by redistribution 
of incomes or by special price poli- 
cies. It seems superfluous to argue 
seriously about the possibility of 
increasing general welfare and jus- 
tice through public activities. But 
one might even go further and 
justify planned price manipula- 
tions on purely economic grounds, 
for under socialized conditions it is 
possible to account for the indirect 
social consequences of a certain de- 
mand or investment; the concept 
of “social costs” as compared with 
individual private costs here be- 
comes much more definite and com- 
prehensive than it can ever be under 
capitalist conditions. If certain 
restrictions or encouragements 
through price and output regula- 
tions specifically help to minimize 
unemployment and other social 
wastes, to increase the economic 
stability of a progressive, relatively 
equalitarian society, nearly every- 
body must favor this kind of 
“interventionism.” ” 


122 Very probably these considerations 
would justify discriminations in the 
rates of interest which the central 
banking agency would charge. This is 


_ only a special case of subsidies or taxes. 
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In respect to partial crises and 
disequilibria generally, market so- 
cialism is evidently a little more 
vulnerable than administrative so- 
cialism. Changes in consumers’ 
demands may dislocate certain 
parts of the economic system. But 
they can hardly have any serious 
effect. "The analysis of trade cycles 
under capitalism indicates that all 
processes of growth, i.e., “accumu- 
lation” and technical progress, must 
be controlled rather strictly. “This 
consideration suggests that most 
advocates of market socialism tend 
to overestimate the degree of de- 
centralization which is compatible 
with effective planning.” Capital 
formation and investment activi- 
ties, including reinvestment of re- 
placement funds, and especially the 
timing of technical improvements, 
would have to be planned and con- 
trolled more strictly than anything 
else. 

On the whole, under present 
day sociological, technical and psy- 
chological conditions, much can be 


fey 
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said in favor of some forms of! 
market socialism, compared with a 
strictly administrative type. But 
also very probably only a somewhat 
modified market socialism would 
be advisable. It should, however, 
always be remembered that the 
choice between these various types 
of socialist economy is mainly a 
matter of expediency, not of prin- 
ciples. The really decisive questions 
and decisions lie outside the scope 
of these economic considerations; 
they are mainly political ones. 


18 This warning seems to be especially | 
pertinent regarding the various writ- 
ings of Eduard Heimann, one of the 
principal proponents of a very much: 
decentralized market socialism. But 
even Oscar Lange seems to underesti- 
mate the necessity of central control 
and interference. He points out that 
the central agency itself does not need 
to calculate the reactions of consumers 
and managers to certain prices or price | 
changes, and does not need to plan cor- 
responding prices, price manipulations 
and output, but may simply find out the 
correct prices by trial and error. How- 
ever, if for example, interest rates and 
other basic prices are fixed erroneously, 
serious disproportionalities may be ini- 
tiated quite unnecessarily which per- 
haps could not be removed without 
losses and hardships. >! 


Value Theory and Economic Planning 


By 


CARL LANDAUER 


fea] HE concept of economic 
“| value is an intellectual 
tool for comparing the 
desirability of various al- 
‘ternative uses of economic re- 
sources. Among the innumerable 
combinations of the many types of 
labor or capital, and of gifts of 
‘nature we want to choose the most 
desirable ones. If economic society 
'were of simple structure, or if 
changes in consumers’ wants and 
opportunities to produce were not 
frequent, we could try out each 
combination and examine its effect. 
The owner of a self-sufficient farm 
may very well decide on the desira- 
bility of a technical change simply 
by calculating what his crops, with 
‘and without the change in tech- 
nique, will be, and how much 
larger sacrifices he will have to 
make in the one case than in the 
other. 
But the farmer on a self-sufficient 
homestead can make his decisions 
jn such a comparatively simple way 
because he does not have many al- 
- ternatives to consider. In a mod- 
ern economy, be it a market econ- 
omy or a planned economy, we 
would have to make far too many 
tests if we were to anticipate all 
possible variations and then to 


- compare their total effect. Changes 
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in technique, changes in population, 
changes in tastes, exhaustion of one 
type of natural resource and dis- 
covery of another incessantly force 
us to answer new questions. Would 
it not be more useful to transfer x 
tons of steel from the building of 
machine M to the building of 
machine N? If we decide in favor 
of this plan, what corresponding 
shifts of other materials and of la- 
bor will be necessary? Are the 
quantities of these complementary 
elements rigidly determined by 
technical conditions, or may we 
vary the amounts to be transferred 
for considerations of cheapness, 
etc.? What effect will such trans- 
fers have on other branches of pro- 
duction which use the same types 
of labor or material? It would be 
a very lengthy procedure to picture 
the whole economy as it would ap- 
pear if the transfer of steel were 
made, together with the maximum 
transfer of labor and other com- 
plementary resources, and then 
once again for each possible varia- 
tion in the quantities of comple- 
mentary goods, and to compare the 
total effect on consumers’ satisfac- 
tion (or whatever we consider the 
goal of our economic undertak- 
ings) in each case with the corre- 
sponding satisfaction in each of the 
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other cases. Before these calcula- 
tions could be carried out, the sit- 
uation would probably have 
changed, and thus our methods of 
testing the economic desirability of 
proposed technical improvements 


would never keep pace with 
the development of technical 
opportunities. 


The category of value enables us 
to break up the decision which 
otherwise would have to deal with 
the economy in foto. It is value 
that makes it possible to control in- 
dividual actions of individual eco- 
nomic units. “The value of a cost 
good represents its functional im- 
portance in given combinations; to 
test a new combination we have to 
estimate the value of its product 
and to compare it with the aggre- 
gate value of the cost goods. This 
is a part of what we call account- 
ing. There is no accounting with- 
out value, and an economy which 
would not apply accounting would 
indeed be blind. To be sure, a 
national plan is a picture of na- 
tional production in its totality. 
But in order to examine whether 
the plan provides for the best use 
of available resources we have to 
see whether each part of the plan 
embodies adequate provisions. No 
economic planning would be pos- 
sible if the worthwhileness of in- 
dividual actions of individual units 
could not be tested in anticipation. 
Whether we think of a planned 
economy in terms of an entirely so- 
cialized society or of regulated cap- 
italism, it would not mean progress 
but a serious retrogression as com- 
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pared with laissez faire if we were: 
forced to abandon the technique of 
accounting. 


if: 


Are value figures necessarily a 
product of competition? Most off 
the laissez faire economists say they’ 
are. Ina planned economy impor-- 
tant decisions—though not neces-- 
sarily all of them—are made out-- 
side the sphere of competitive: 
business. If the laissez faire econ-- 
omists were right, the agencies or’ 
men responsible for these decisions; 
would have to do without guidance: 
by accounting methods. Thus the: 
question whether we can have value: 
figures outside of the competitive: 
market becomes synonymous witht 
the question whether an economy, , 
in so far as it is based on planning, , 
can have, or must lack, accuracy} 
of direction. ‘The recent discus- 
sion between laissez faire econo-- 
mists and advocates of a national | 
plan has been largely concentrated | 
on this issue. 

There are two main objections. 
which the laissez faire economists 
raise against the feasibility of value 
calculation in a non-competitive 
economy : | 

1. The substance of value in a 
planned economy would have to be 
social utility. It is impossible to 
express utility by arithmetical 
figures. 

2. Even if individual utility 
could be expressed by arithmetical 
figures, there would be no way of 
deriving social utility from these 
figures. There is no common 


measure for satisfactions which dif- 
ferent persons derive from the con- 
sumption of goods, and to add them 
is a nonsensical operation. 

_ The first objection takes a correct 
point of departure. Since the days 
of Plato and Aristotle economists 
have discussed two different ways 
of explaining value: one school has 
always maintained that goods are 
valuable because they are useful, 
and that therefore utility is the 
measure and substance of value; 
the other school has defended the 
idea that goods are valuable because 
costs, particularly labor, have been 
spent on their production and that 
therefore cost, or more specifically 
labor, is the substance and measure 
of value. Whatever the merits of 
the cost value theory may be in 
other applications, the accounting 
system of a planned economy can 
only be based on use value. This is 
clear from the purpose of such an 
accounting system. What we want 
to express in value figures is the 
Importance of a good with respect 
to the purpose of the plan. This 
purpose is largely identical with 
‘satisfaction of individual needs; 
whatever exceptions exist are negli- 
gible in this context. Only use 
value figures will render us the 
service which we expect from mag- 
nitudes of value. 

Whatever theory of value we 
may accept, or whether we drop 
the connotation of value altogether 
—as do some laissez faire econo- 
mists—it is impossible to explain 
the process of price formation in a 
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capitalistic economy without as- . 
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suming that individuals form defi- 
nite judgments as to whether they 
would give m dollars for good A 
and n dollars for good B, under a 
given set of circumstances. The 
willingness to pay a certain price 
for one good and another price for 
another good involves a decision 
that one good is x times as impor- 
tant as the other. If individuals 
can form such a judgment before 
they enter the market, why should 
individuals or agencies in a non- 
competitive economy not be able to 
express economic importance in the 
same kind of terms? In other 
words, he who applies the psycho- 
logical argument against the feasi- 
bility of valuation of goods in a 
planned economy would have to 
deny that value figure can be ascer- 
tained in a market economy. And 
this, of course, means that he would 
have to maintain that phenomena 
can not exist which obviously do 
exist. 

The second objection to the 
establishment of a value system in 
a non-competitive society is also 
based on an unwarranted applica- 
tion of psychological statements to 
economic problems, and in this case 
the misuse of the psychological ap- 
proach leads to a misconception of 
the nature of social value. Society 
is not a body with sensations, and 
we can speak of needs and satisfac- 
tions with relation to society in 
none but a figurative sense. Biology 
or psychology does not give us any 
yardstick by which to compare the 
intensity of sensations of different 
individuals. Therefore, even if we 
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could bring two persons under ex- 
actly the same external circum- 
stances, and if their scale of prefer- 
ences were exactly the same, it 
would still be meaningless or even 
wrong to say that a given amount 
of bread or a car-or any other com- 
modity is equally useful to each. 
But it may very well be justified to 
say that it is equally important for 
society that each of them has 
bread, or that each of them has a 
car, and that for this reason a loaf 
of bread has the same social value 
in the hands of each of them, or 
that resources which may be used 
to give a loaf of bread or a car to 
one of them have the same social 
value as the resources which may 
be used to give those commodities 
to the other. 

Let us remember that establish- 
ing economic values means ascer- 
taining the importance of commod- 
ities, and the very idea of impor- 
tance implies a purpose. A system 
of economic values must therefore 
be related to a purpose. In the 
economy of an individual the pur- 
pose is self-evident: the satisfaction 
of individual wants. In a social 
economy the common purpose must 
be set by the decision of the organs 
of society. They must decide 
whether they want to accept con- 
sumers’ needs as they are and recog- 
nize their satisfaction as a social 
purpose—the alternative would be 
to differentiate between consumers’ 
desires for educational reasons ; and 
in so far as they consider satisfac- 
tion of individuals a social purpose, 
they have to choose whether they 
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want to treat all individuals on ai 
basis of equality or to attribute» 
more importance to the wants of 
one person than to those of 
another. Thus it is a political de- 
cision through which the relative 
weight of the desires of individual! 
consumers is determined. Not from 
the nature of human desires, but 
from the distribution of authority 
in society or from the ethical prin-- 
ciples upon which a given society 
is built, can we understand why’ 
wants which have the same place on! 
the scale of preferences with sep-- 
arate individuals have different so- 
cial weights, and therefore are ex-- 
pressed by different figures of social! 
value. Since it is not the psycholo- - 
gist’s business to explain that rela-- 
tion, he is not competent to say that : 
it is inexplicable. 


Til 


But the fact that use value is: 
expressible in terms of figures even | 
in a non-competitive economy does 
not in itself prove that a planning | 
agency can ascertain the correct: 
figures. Obviously, many ques- 
tions of calculation technique in the 
broadest sense of the word are in- 
volved in this latter problem. It is 
not possible to discuss these ques- 
tions here in extenso. But we can. 
show the essentials of the method 
which may be applied. ; 

Comparatively little is known 
about the method of ascertaining 
values in Soviet Russia. We know 
that the Soviet system, as any other 
planned economy is likely to d 
retains buyers’ competition for cor 


sumer goods, and therefore takes 
what has been called a consumers’ 
vote on the relative importance of 
these commodities. “The consumer 
is essentially free to decide whether 
he likes more shoes or better radios, 
and to express the magnitude of his 
preference in the prices which he is 
willing to pay. The process of price 
formation for consumers’ goods in 
Soviet Russia is not essentially dif- 
ferent from that in a capitalistic 
‘country where seller’s competition 
would be eliminated but the mo- 
nopolistic seller would not use his 
power to raise prices to the point 
most profitable for him. 

It seems that, at least as a matter 
of form, the establishment of value 
figures for production goods is also 
in imitation of the procedure on a 
‘capitalistic market. While the 
planning agencies decide how much 
‘steel is to be used in the production 
of textile machines, and in the pro- 
duction of tractors, they do not 
fix the prices; this is being left to a 
kind of bargain between the semi- 
autonomous. state _ enterprises. 
There is not, however, a genuine 
capitalistic bargain, because the 
partners are not free to vary supply 
and demand. Therefore there is 
little guarantee that the prices thus 
established will correctly, or even 
with fair approximation, express 
‘the economic importance of the 
‘goods. It is significant that in so 
far as the First Five Year Plan was 
a budget, i. e., a scheme in terms of 
values, it proved to be faulty, as 
can best be recognized from the 
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which the ruble suffered during 
that period. Only as the Five 
Year Plan was an inventory of 
physical resources and a technologi- 
cal scheme for their development 
have its anticipations, broadly 
speaking, come true. The short- 
comings of the value scheme have 
done very serious damage to the 
success of the plan as a whole. 

As a result of the experiences 
during the first part of the First 
Five Year Plan period, the Soviets 
carried out a reform of the mone- 
tary and budgetary provisions in 
the machinery of the Five Year 
Plan. This reform brought more 
centralization into the system, and 
it is probably correct to say that the 
determination of value figures is 
now to a lesser extent than before a 
concern of bargaining state enter- 
prises and to a greater extent a re- 
sponsibility of the planning agencies 
themselves. However, it will prob- 
ably be necessary to go the whole 
way and to discard the bargaining 
idea entirely. 

In a collectivized as well as a 
competitive economy bargaining 
between state enterprises is a some- 
what crude method of effecting 
what is necessary to move every 
productive element to the place 
where it can legitimately assume 
the highest figure of importance if 
technical development continuously 
opens new opportunities for pro- 
duction. The allocation of a higher 
figure of importance as compared 
with the figure justified by a given 
situation is legitimate if a change 
in combinations increases the utility 
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of the products. The movement of 
productive elements to the places 
of greatest importance can be ac- 
complished by a hit and miss pro- 
cedure, which is, on the whole, the 
way of capitalistic bargaining; but 
even in capitalism the procedure is 
not entirely of a hit and miss char- 
acter, since the capitalist entrepre- 
neur tries to judge in advance, as 
well as his limited scope permits, 
which combinations are likely to 
be the most successful ones. The 
state enterprises in the Soviet econ- 
omy have the benefit of much 
more comprehensive information 
about resources and technical possi- 
bilities; the bargaining between 
them may be characterized as a 
“corrected” hit and miss method. 
(While in this particular respect 
the Soviet method represents a 
higher type than capitalist bar- 
gaining, it is inferior to accuracy 
for reasons which have been 
explained.) 

The transition from the present 
Soviet method to a real precalcula- 
tion of values is simple in principle. 
If it is possible for the state enter- 
prises of the various machine in- 
dustries, the railroads, the automo- 
bile industry, to determine the 
price of steel through their bar- 
gaining with the steel trust, then it 
is also possible for the Gosplan, the 
central planning organ, to estimate 
what the results of that bargain 
must be. In fact, the estimate of 
the Gosplan will more correctly ex- 
press what the results should be 
than the bargain itself, for the cen- 
tral agency surveys the conditions 
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better (especially the most impor- 
tant part of these conditions—th 
importance of the various prod- 
ucts) since it must form a judg- 
ment about the importance of 
new goods before it can devis 
any part of the plan. If the cen- 
tral agency is in a position t 
estimate the value of goods there is 
no reason why in so doing it shoul 
pretend to anticipate the result o 
an act of bargaining which is ther 
entirely superfluous; it is only nat- 
ural that the planning agency as 
sumes the full responsibility for de- 
termining the prices. In living u 
to this responsibility it will un- 
doubtedly develop mathematica 
methods to facilitate the procedure ; 
but the solvability of the task,; 
either in theory or in practice, doe 
not depend on a new mathematical! 
technique. | 


IV. 


The rule that goods should be: 
moved to the place in the body eco-- 
nomic where their importance is: 
greatest is familiar to every student! 
of economics; in the language of 
the textbook it is expressed by the: 
statement that in an equilibrium) 
situation the marginal utility of 
any productive element is the same! 
in all its uses. As long as it is not: 
the same, as long as we can increase! 
the utility of the total product by 
moving one or several units of a 
productive element to another’ 
place, there will be an impulse to 
effect that change, in a rationally 
guided planned economy as well as 
in a competitive economy, and 


therefore there will be no equi- 
ibrium. The task of a planning 
gency can be defined as making 
he marginal utility of all produc- 
ive elements as great as possible 
and equal for all the uses of each 
lement. 

There are quite a number of 
ommunists and even of socialists 
ho feel uneasy when the nature 
f a planned economy is explained 
terms which are taken from the 
vocabulary of orthodox economics, 
or if it is described as being in some 
fundamental respects similar to a 
market economy. One of the rea- 
sons for this reluctance is the fear 
that the administration of a planned 
conomy may become largely a 
mechanical process which by its 
very nature will have to be man- 
aged by experts, so that the desire 
for a more democratic, communal 
conduct of economic affairs will 
not be gratified. This fear is un- 
derstandable; to the extent that 
‘economic evils will be removed, so 
that the fight against them loses its 
object, economic life will again be- 
come more routine, as it has been 
in many periods of human history, 
even though the technique of pro- 
duction may still progress rapidly. 
However, nobody would be will- 
ing to advocate the artificial preser- 
vation of such things as depressions 
for the sake of the dramatic effects 
which the fight against them brings 
into human life. 

There is no doubt that once the 
Soviet Union is industrialized to 
the same degree as England or the 
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United States of America, it will | 


723 


be impossible to dramatize further 
progress as has been done with the 
first steps to overcome the eco- 
nomic backwardness of Russia; but 
the Soviets will certainly not pre- 
serve backwardness to battle against 
it and to produce more popular 
films picturing that battle. But 
while the dramatic effects of the 
period of transition will be lacking 
later on, in a “‘settled” system of 
planning all means should be ap- 
plied to make the plan intelligible 
to the nation as a whole and to at- 
tract the interest of the people to it, 
and there is no doubt that much 
can be accomplished if this purpose 
is consciously and energetically pur- 
sued. If the planned economy has 
a democratic constitution, it will 
also be possible to prevent an en- 
lightened despotism by experts. 
The fact that many of those who 
believe in planning dislike the vo- 
cabulary of the economic theorist 
is to be understood from the history 
of the cleavage between “‘orthodox’’ 
and “unorthodox” economics. 
Theory has largely become identi- 
fied with economic orthodoxy, and 
economic orthodoxy with an apolo- 
getic attitude toward capitalism. 
This is not the place to clear up the 
fundamental _misunderstandings 
which have been so frequent in the 
controversy of orthodox vs. un- 
orthodox economics. But one 
statement is indispensable. 
Whatever may be the faults of 
the “orthodox,” their basic propo- 
sition is a very important truth. 
They have emphasized the inter- 
relationships between all economic 
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phenomena. They have taught how 
to calculate reactions which will 
occur in one part of the body eco- 
nomic if a given change occurs in 
another part. They have shown 
that if the government takes a 
definite action in one field, it must 
expect reactions on seemingly re- 
mote fields; if the government 
favors one branch of production by 
a tariff, it must expect that the in- 
creased demand for capital and 
labor on the part of the favored in- 
dustry will draw productive forces 
away from other branches, and 
minimum or maximum wages or 
prices will have effects on phe- 
nomena like employment or capital 
accumulation. 

The rule that all commodities, 
and in particular the productive 
elements, should be moved until 
they have the same (and the high- 
est possible) marginal utility in all 
their uses is a very precise form 
with which to express the idea that 
all parts of the body economic are 
connected. Whatever may change 
the utility of copper or cotton or 
timber in one important use will 
make adjustments in all other uses 
necessary. It is only in this precise 
form that the general idea becomes 
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usable for the purpose of economi 
planning. 

The rationale of planning is ex+ 
actly the same idea which classi- 
cists and their successors develope 
as the fundamental point in thei 
own philosophy. Certainly, eco 
nomic planning grows out of an op- 
position to the pessimistic beliefs o 
laissez faire philosophy about th 
possible achievements of collective 
action. But the principle of plan- 
ning is as contradictory to blin 
economic action as it is to laissez 
faire. When we try to develop a 
system of planning we believe that: 
the market as an integrating force 
in economic life can be superseded 
by collective action. But this is 
only true if such collective action 
is guided by an integrating view of' 
economic life. To develop this in- 
tegrating view of economic life the: 
interrelations between the different t 
parts of the economic system mustt 
be seen as clearly by the planners as: 
the best of the laissez faire philoso-. 
phers saw them; and since the: 
theory of value is the means to: 
make these interrelations clear, the: 
theory of value must be considered | 
the basis of any theory of planning. | 
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Foreword 


In the Fall of 1936, as today, it was generally agreed that the 
widespread desire among the people of the United States to remain at 
peace must be implemented by positive action to increase the assurance 
of peace. One possible approach to this problem was along the line 
of “neutrality” legislation designed to keep the United States at peace 
should other nations go to war. Since it seemed certain that some such 
legislation would be adopted, the Board of Trustees of the National 
Economic and Social Planning Association initiated a committee to 
explore the methods by which such a policy could be implemented. 

This Report is the result of those discussions. The frame of 
reference of the Committee assumed that this Nation desired to remain 
at peace while other nations were at war. It was also assumed that 
Avoidance of involvement in war required a coherent plan of strategy 
and tactics. ‘The problem laid before the Committee was to study 
the potential components of such a plan and to analyze the domestic 
costs and adjustments inherent in these measures. 

The Committee did not have before it the basic question whether 

“neutrality” legislation and isolation in time of war is a wise policy. 
That there are alternative policies in foreign relations is indicated by 
the following questions: Is it in the interest of any major power to 
announce to the world that it will not go to war for any cause other 
than the protection of its soil against invasion? Is non-participation in 
‘collective security at this time likely to make more imminent a war at 
some future time? What effective means of collective action in the 
linterest of world peace are open to a nation that binds itself against 
involvement in war? Is it in the interest of world peace for the United 
States to embark upon a policy of collective action against aggression ? 
' The Committee was composed of persons who think differently 
along the lines of policy indicated by these questions. Some are con- 
vinced of the necessity or wisdom of isolation. Others would combine 
cooperation in times of peace with complete and assured isolation in times 
of war. Still others feel that it is unwise for the United States to 
withhold active and, if necessary, forceful aid to collective security. “The 
Committee addressed its efforts to only one line of policy in the hope 
that it could contribute needed material at a point around which current 
discussion centers. 

It is of fundamental importance that the United States make an 
‘informed choice as between the several possible lines of foreign policy. 
Whatever their relative merits, it appears essential that the choice be 
definitive and fully implemented. Compromise between policies with 
mutually exclusive implications may prove the most dangerous of all 
approaches to foreign relations. Informed choice presupposes careful and 
dispassionate study of each alternative. Although the Committee ex- 
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plored only one line of policy, its discussions clearly indicate that extensive 
preparations are necessary in order to apply any selected policy. 

Even within the Committee’s frame of reference this Report has 
limitations which should be noted. The treatment is exploratory rathen 
than definitive. It was not the aim of the Committee to present 
finding on the basis of which a finished bill could be drafted, for example+ 
Rather the Committee feels that it has cleared the way to a more compre~ 
hensive task of research. "The emphasis has been largely on the more 
tangible and direct economic problems that lie back of a neutrality 
program. Among the other factors likely to involve us in war, only 
propaganda and emotional tension have been discussed. ‘These other 
forces seem to some members of the Committee equally important, an 
should have been examined had time allowed. Finally, it must be note 
that the Committee examined the implications of methods to maintair 
peace in time of war only from the point of view of the United States 
Presumably these measures should be considered as regards their inci- 
dence on other countries, at least insofar as such impacts may in the 
longer view have repercussions on the United States. 

As the Committee met independently in two sections, one in Ney 
York and one in Washington, the Report combines and synthesizes | 
series of discussions. For this reason, no member of the Committee is 
to be assumed to agree with all of the statements made. ‘The Report 
represents a consensus of opinion rather than a unanimous endorsement 
of its contents in full. . 

The Committee acted under the chairmanship of George Soule off 
The New Republic in New York City, and A. F. Hinrichs of the Unite 
States Department of Labor in Washington. The Committee members: 
who could be reached this Fall were N. R. Danielian, Federal Com- 
munications Commission; J. Frederic Dewhurst, Twentieth Century 
Fund; Arthur D. Gayer, Columbia University; Philip C. Jessup, 
Columbia University; Oswald W. Knauth, Associated Dry Goods: 
Corporation; Arthur M. Lamport, A. M. Lamport and Company ; 
Raymond T. Rich, Raymond T. Rich Associates; Horace Taylor, 
Columbia University ; Louis Bean, Department of Agriculture ; Thomas* 
Blaisdell, Social Security Board; E. J. Coil and George B. Galloway ; 
National Economic and Social Planning Association; Roy Veatch,, 
Department of State; and Benjamin B. Wallace, U. S. Tariff Commis. 
sion. Members of the Committee to whom the Report could not be 
submitted must, of course, remain anonymous. ; 

Lewis L. Lorwin, who was instrumental in the establishment of 
the Committee, was recalled to Geneva by the International Labor’ 
Office last November. Each group is indebted to its secretary, to 
William W. Lockwood, Jr., in New York; and in Washington, to Jame 
W. McNally, who prepared the major portion of this Report. 


CHAPTER 1. 


Peace as a National Objective 


I. Neutrality or Collective Security? 


fee] HE IMMEDIATE situation as regards America’s peace policy is 
& without precedent. Under the Constitution the conduct of 
foreign relations is vested in the President, who is aided by his 
administrative agency, the Department of State. In the matter 
of treaties it is subject to review by the Senate through the necessity of 
securing their “advice and consent”. This procedure is designed to effect 
“a compromise between the grant of power enabling the President to act 
swiftly in urgent situations, and the democratic safeguard of legislative 
determination of national policy. 

There is only a fine line dividing the spheres of the President and 
the Congress in a sequence of events culminating in a declaration of war. 
By the handling of a succession of lesser crises the Executive can shape 
national policy to the point of committing the Nation to war. Members 
of the Congress, claiming that their advice has been sought only after 
the die was cast and that in general they are faced in important matters 
with a choice between agreement and a reversal of a whole trend of 
‘national policy, have sought to achieve a greater legislative control over 
the foreign relations preliminary to vital decisions. The Executive in 
‘return has repeatedly demonstrated that facility and dispatch are not 
consonant with legislative action in foreign affairs. 

The issue has come to rest on the conduct of American foreign rela- 
tions when other nations are fighting. This is a broad and yet a 
fundamental phase in foreign affairs. The Congress has sought to 
establish a frame of limitation around that portion of foreign policy 
which is most vital to the people whom the legislators represent. This 
means the interjection of rigid popular restrictions, determined in 
advance, at the most crucial stage of foreign relations. The purpose of 
the restrictions is to reduce the possibility of America’s becoming involved 
‘through the growth of commercial and financial ties with belligerents, 

or through conflicts arising in pursuit of commercial rights. 
; The Neutrality Act as last amended sets up a code of regulations 
on trade, transportation and financial transactions between the United 
States and the belligerent nations. Representative of the compromise 
‘between the Executive and the legislature is the fact that the plan formu- 
lated by the Congress is applied in whole or in part at the discretion of the 
President. The provisions of the Act, when it is invoked, apply equally 
to all parties to the conflict, the theory being that the first concern of the 
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United States is to prevent the establishment of a close community of ° 
interest with any warring nation. Thus the temptation to join hands; 
with the friendly and favored belligerent is to be avoided. 

The President’s discretionary power to invoke the Act hinges on} 
his finding that a state of war exists in a given clash of nations. It was 3 
thought that whenever actual warfare was being carried on, a finding; 
that war existed would be proclaimed and the Act applied. But in the: 
Sino-Japanese conflict the President broke his initial silence only to» 
declare that peace for America does not lie in the direction pointed by the: 
Act, and in effect he declined to make any move to apply the Act. Ini 
this attitude he was supported by the State Department, which named! 
Japan as the aggressor in the present dispute. No doubt was left that: 
the Executive had abandoned the means afforded by the Neutrality Act: 
and expects to find in international cooperation against aggression a 
better guarantee of peace for the United States. 

The course which the President has followed bears significantly 
on the possibility of laying out in advance a positive line of policy whether > 
for war or peace. The same phenomenon has been witnessed in connec- 
tion with the Covenant of the League of Nations. No matter how a 
set of rules is drafted, a decision must be reached that some event has 
transpired to call them into play. At that point definition and sophistry 
can always be brought to bear to avoid an undesired decision. “The 
popular will that laid down the rules will have to reaffirm its current’ 
interest in their application. No greater danger to peace can exist than: 
that those who desire peace place their confidence in rules or laws. 


II. The Committee's Frame of Reference 


Both the policies represented by the Neutrality Act and by the: 
President’s Chicago speech of October fifth find large and widespread: 
support. However, the field of administrative details and implementa- 
tion is in neither case treated fully in the usual discussions of procedures. 
There have been attempts to apply economic sanctions and boycotts, evi- 
dences of disapprobation and censure. Assistance to victims, efforts tot 
remonstrate, and other means have been used. Very apparently the 
measures recommended have increased in severity as gentler representa- 
tions failed. It appears that the more forceful the attempt the better the 
chance of success, but the more forceful measures may lead to war. 

With the belief that avoidance of involvement in war requires well- 
conceived internal strategy and tactics, the Committee set out to discover 
what must be done to achieve that end, to weigh the degree of assurance 
afforded by each means available, to consider the cost of each means and 
the cost in relation to its effectiveness. The starting point of this inquiry 
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was the Neutrality Act—an examination of its provisions and their 
probable effectiveness in application. 

The background projected as a test of suggested neutrality proposals 
was a European war in which Great Britain would be engaged. It was 
thought that any war of major proportions in Europe can be expected to 
‘involve the United Kingdom, and it is through British connections that 
American ties to the continent are most firmly established. ‘The maxi- 
mum pressure for participation of the United States in a European war 
would be exerted if Great Britain were a belligerent. “The United States 
was assumed to be constituted politically, socially, and economically much 
as at present. Under the Committee’s frame of reference, no attempt was 
made to appraise the effect of neutrality proposals upon the promotion of 
“world peace. 

The major objective was an estimate of the cost to the United States, 
in industrial, commercial, financial and technical dislocations, of an 
effective neutrality system. 

With an original surmise that America’s internal structure will have 
to be changed, at considerable cost, if the Nation is to remain at peace 
while war rages in Europe, the Committee undertook to discover the 
nature and extent of the changes necessary and to compare these costs 
with those attendant upon participation in the war. 
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CHAPTER 2. 
Motivations for War or Peace 
I. America’s Capacity to Choose 


EA T Is more true of the United States than of any other power that 
the Nation has the ability to decide for itself whether it chooses 
to go to war. Not only do we have here the theoretical power 
of all peoples under the democratic form of government to 
determine the policies of their country, but we are geographically so 
insulated from physical assault that with existing war equipment our 
continental territory cannot be successfully attacked without warning. 
To that extent our hand cannot be forced. America is a natural fortress, _ 
and the basic security which we enjoy allows our. decisions between 
peace and war to be made not under duress but after as much reflection 
and analysis as we care to give. 

The word “neutrality” has achieved such universal currency that 
it must continue to be applied to any situation wherein a nation remains 
at peace while others are engaged in war. Any policy under which the 
peaceful nation conducts its relations with belligerents is termed a 
“neutrality” policy, whether or not the nation is indeed neutral in the 
strict sense of the word. The confusion is great in the case of the 
United States, for here the term is used variously to describe the policy 
of “freedom of the seas” and complete freedom for the conduct of trade, 
or the policy of world cooperation against aggression and war, or the | 
policy of “hands-off” and complete isolation from war. 

Despite the other connotations which it may bear, therefore, the 
word “neutrality” will be used hereafter only in the sense of a nation’s 
remaining at peace while other nations are engaged in war. It will be 
used with no particular reference to the traditional insistence of the — 
United States upon “neutral rights”—the historical attitude that bellig- 
erents should take care that their warfare does not infringe upon the 
commercial life and habits of nations outside the conflict. Nor will 

“neutrality” carry the implication of impartiality, connoting an endeavor 
to balance carefully the award of favors and penalties to the warring | 
factions. 7 | 

As a result of our relative physical security, the United States, 
almost alone among world powers, is free from coercion to join its policy 
to that of other nations. Under conditions of i insecurity in Europe, some | 
nations have frequently felt it necessary to make commitments of armed | 
support under specific conditions that may extend beyond the desires of the | 
pledged nation, in order to insure a similar extension of support by the | 
other party to the agreement. The United States, not now facing such 
compulsion to accept the inevitability of war under certain conditions, has, 
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more than other powers, feared collective international efforts that may 
eventuate in war measures. 

_ But the very fact that our use of force must come by choice leaves 
us open to persuasion on a gigantic scale. In Europe there is no great 
scope for the individual to make a reasoned choice between war and peace ; 
‘the individual waits on events and depends upon them to decide issues. 
In the United States the citizens can feel that they do not have to go to 
‘war; here, therefore, it is vitally important that issues be presented 
objectively and that the people reason thoroughly in their own behalf. 

Aside from the possibility of a war in self-defense to resist invasion, 
the United States cannot be involved in war if it excludes war from its 
list of alternatives in foreign policy and if it refuses to permit moral indig- 
nation to interfere with its primary interest in domestic welfare. The 
question remains: Can entry into war be identified with domestic 
welfare? 


Il. Why Go to War? 


Nations have usually gone to war to promote their domestic welfare, 
but post-war return to normal has frequently led to the discovery that 
domestic welfare has come off second-best. 

As regards the United States, the aims which elsewhere motivate 
nations toward war can be dismissed in a group. The United States has 
no problem of overcrowding and no excess population to be colonized. It 


has no active desire to bring under its flag lands capable of supplying 
natural resources necessary for self-sufficiency and national defense. 
Neither does it seek colonies for the reasons of imperialism which were 
important in 1898, or for the purpose of demonstrating its right to a 
place in the sun. The protection of investments, commercial interests, and 
‘citizens in foreign countries is not now as closely identified with national 
honor and prestige as it was in the early years of this century. While the 
Government is not willing to abandon entirely its nationals abroad in 
times of stress, there is a firm disposition to survey the applicants and 
assess the costs of succoring them. 

The United States has no unappeased yearnings for the taste of 
‘military victory or for revenge against ancient rivals. The strength of its 
Government and the solidarity of the people behind that Government 
do not require a mobilization for demonstration. In short, the United 
States is satisfied with its position in the world and wants for nothing 
outside its territories. 

' Our most prominent extra-territorial aims are the less tangible ones 
of world peace and friendly economic relations. The foreign trade of 
the United States is now slowly recovering under a cautious policy of 
| reciprocal trade agreements. But, after enduring losses on defaulted 
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credits and shrunken exports, many people have become somewhat apa- 
thetic to the benefits claimed for foreign trade. It hardly appears that 
they would undertake the costs of war for the alleged advantages of 
foreign trade. 

It is ironic that the motive most likely to involve the United States 
in war is that of cooperating with other nations to prevent domination of 
the world by force. America seems to be desirous enough to aid in peace- 
ful collective action to discourage injustice and aggression. What it fears 
is a commitment that may in some circumstances lead to war. The use of 
strong measures is viewed apprehensively. In this connection it is impor- 
tant to note the difference between America and countries in which war is 
accepted as inevitable. Such countries may be attracted by methods of 
international cooperation which may lead on into war against an | 
“ageressor” nation but which offer reasonable hope of successfully 
achieving their end without war. If the effort fails, it does no more 
than advance the date of a war which has been accepted as probable. To 
the United States the acceptance of any risk of involvement at the present 
time seems to lift war out of the realm of the impossible into the possible. 
Such risks can be undertaken only because of an acceptance of world 
responsibilities or because of a belief that war is impossible only in the 
immediate sense. 

The resultant of these views is an ineffectual “Something must be 
done” attitude. America is perhaps ready to abandon an isolationist atti- 
tude in the interest of world peace, and is willing to contribute rather | 
substantially to the effectiveness of any international scheme toward that 
end, but has remained adamant in refusing to follow the course to the 
point where war emerges as a possible eventuality. 

Ill. The Costs of War versus the Costs of Peace 


Peace pursued by any means has its price. This Report will attempt. 
to assess the costs likely to attach to a policy that shall keep us from being 
drawn into a general war. Such costs should always be considered, how- 
ever, in contrast to the costs of war. 

We have had abundantly made clear to us through our own experi-_ 
ence in the World War of 1914 and through the recent spectacles of | 
Ethiopia, Spain and China, the suffering entailed by war. The dam-| 
age to society, ranging from loss of human lives to psychological malad- 
justments, is widespread and tremendous. ‘The waste of human resources | 
and materials, from outright destruction to diversion from more 
humanitarian enterprises, is almost incalculable. These are inevitable. | 
It amounts only to a difference in degree whether the war is long or!| 
short, fought on a wide or restricted scale, “civilized” or “uncivilized” ;| 
the elements of suffering, destruction and waste will be present. Whether | 
the war which we might enter is to be on the model of the World War or 
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more than other powers, feared collective international efforts that may 
eventuate in war measures. 

_ But the very fact that our use of force must come by choice leaves 
us open to persuasion on a gigantic scale. In Europe there is no great 
scope for the individual to make a reasoned choice between war and peace; 
‘the individual waits on events and depends upon them to decide issues. 
In the United States the citizens can feel that they do not have to go to 
war; here, therefore, it is vitally important that issues be presented 
objectively and that the people reason thoroughly in their own behalf. 

Aside from the possibility of a war in self-defense to resist invasion, 
the United States cannot be involved in war if it excludes war from its 
list of alternatives in foreign policy and if it refuses to permit moral indig- 
‘nation to interfere with its primary interest in domestic welfare. The 
question remains: Can entry into war be identified with domestic 
welfare? 


Il. Why Go to War? 


Nations have usually gone to war to promote their domestic welfare, 
but post-war return to normal has frequently led to the discovery that 
domestic welfare has come off second-best. 

As regards the United States, the aims which elsewhere motivate 
‘nations toward war can be dismissed in a group. The United States has 
no problem of overcrowding and no excess population to be colonized. It 
has no active desire to bring under its flag lands capable of supplying 
natural resources necessary for self-sufficiency and national defense. 
Neither does it seek colonies for the reasons of imperialism which were 
important in 1898, or for the purpose of demonstrating its right to a 
place in the sun. The protection of investments, commercial interests, and 
‘citizens in foreign countries is not now as closely identified with national 
honor and prestige as it was in the early years of this century. While the 
Government is not willing to abandon entirely its nationals abroad in 
times of stress, there is a firm disposition to survey the applicants and 
assess the costs of succoring them. 

3 The United States has no unappeased yearnings for the taste of 
‘military victory or for revenge against ancient rivals. ‘The strength of its 
“Government and the solidarity of the people behind that Government 
do not require a mobilization for demonstration. In short, the United 
States is satisfied with its position in the world and wants for nothing 
outside its territories. 

Our most prominent extra-territorial aims are the less tangible ones 
of world peace and friendly economic relations. The foreign trade of 
the United States is now slowly recovering under a cautious policy of 
reciprocal trade agreements. But, after enduring losses on defaulted 


234 PLAN AGE 


credits and shrunken exports, many people have become somewhat apa- 
thetic to the benefits claimed for foreign trade. It hardly appears that 
they would undertake the costs of war for the alleged advantages of 
foreign trade. 

It is ironic that the motive most likely to involve the United States 
in war is that of cooperating with other nations to prevent domination of 
the world by force. America seems to be desirous enough to aid in peace- 
ful collective action to discourage injustice and aggression. What it fears 
is a commitment that may in some circumstances lead to war. The use of 
strong measures is viewed apprehensively. In this connection it is impor- 
tant to note the difference between America and countries in which war is. 
accepted as inevitable. Such countries may be attracted by methods of 
international cooperation which may lead on into war against an 
“ageressor” nation but which offer reasonable hope of successfully | 
achieving their end without war. If the effort fails, it does no more 
than advance the date of a war which has been accepted as probable. To 
the United States the acceptance of any risk of involvement at the present 
time seems to lift war out of the realm of the impossible into the possible. 
Such risks can be undertaken only because of an acceptance of world 
responsibilities or because of a belief that war is impossible only in the 
immediate sense. 

The resultant of these views is an ineffectual “Something must be 
done” attitude. America is perhaps ready to abandon an isolationist atti- | 
tude in the interest of world peace, and is willing to contribute rather | 
substantially to the effectiveness of any international scheme toward that 
end, but has remained adamant in refusing to follow the course to the 
point where war emerges as a possible eventuality. 

Ill. The Costs of War versus the Costs of Peace >| 

Peace pursued by any means has its price. This Report will attempt | 
to assess the costs likely to attach to a policy that shall keep us from being | 
drawn into a general war. Such costs should always be considered, how- | 
ever, in contrast to the costs of war. 

We have had abundantly made clear to us through our own experi- | 
ence in the World War of 1914 and through the recent spectacles of | 
Ethiopia, Spain and China, the suffering entailed by war. The dam- 
age to society, ranging from loss of human lives to psychological malad- 
justments, is widespread and tremendous. The waste of human resources 
and materials, from outright destruction to diversion from more 
humanitarian enterprises, is almost incalculable. These are inevitable. | 
It amounts only to a difference in degree whether the war is long or | 
short, fought on a wide or restricted scale, “civilized” or “uncivilized” ; 
the elements of suffering, destruction and waste will be present. Whether 
the war which we might enter is to be on the model of the World War or 
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was the Neutrality Act—an examination of its provisions and their 
probable effectiveness in application. 

The background projected as a test of suggested neutrality proposals 
“was a European war in which Great Britain would be engaged. It was 
thought that any war of major proportions in Europe can be expected to 

involve the United Kingdom, and it is through British connections that 
- American ties to the continent are most firmly established. The maxi- 

mum pressure for participation of the United States in a European war 
would be exerted if Great Britain were a belligerent. The United States 

was assumed to be constituted politically, socially, and economically much 
‘as at present. Under the Committee’s frame of reference, no attempt was 
” made to appraise the effect of neutrality proposals upon the promotion of 
_world peace. 

The major objective was an estimate of the cost to the United States, 
in industrial, commercial, financial and technical dislocations, of an 
effective neutrality system. 

With an original surmise that America’s internal structure will have 
to be changed, at considerable cost, if the Nation is to remain at peace 
while war rages in Europe, the Committee undertook to discover the 
nature and extent of the changes necessary and to compare these costs 
with those attendant upon participation in the war. 


OD 


CHAPTER 2. 
Motivations for War or Peace 
I. America’s Capacity to Choose 


SY{T 1s more true of the United States than of any other power that 
XJ the Nation has the ability to decide for itself whether it chooses 
to go to war. Not only do we have here the theoretical power 
of all peoples under the democratic form of government to 
determine the policies of their country, but we are geographically so 
insulated from physical assault that with existing war equipment our 
continental territory cannot be successfully attacked without warning. | 
To that extent our hand cannot be forced. America is a natural fortress, 
and the basic security which we enjoy allows our decisions between 
peace and war to be made not under duress but after as much reflection — 
and analysis as we care to give. 

The word “neutrality” has achieved such universal currency that 
it must continue to be applied to any situation wherein a nation remains 
at peace while others are engaged in war. Any policy under which the 
peaceful nation conducts its relations with belligerents is termed a 
“neutrality” policy, whether or not the nation is indeed neutral in the 
strict sense of the word. The confusion is great in the case of the 
United States, for here the term is used variously to describe the policy 
of “freedom of the seas’ and complete freedom for the conduct of trade, _ 
or the policy of world cooperation against aggression and war, or the 
policy of “hands-off” and complete isolation from war. 

Despite the other connotations which it may bear, therefore, the — 
word “neutrality” will be used hereafter only in the sense of a nation’s © 
remaining at peace while other nations are engaged in war. It will be | 
used with no particular reference to the traditional insistence of the 
United States upon “neutral rights”—the historical attitude that bellig- 
erents should take care that their warfare does not infringe upon the — 
commercial life and habits of nations outside the conflict. Nor will | 

“neutrality” carry the implication of impartiality, connoting an endeavolll| 
to balance carefully the award of favors and penalties to the warring . 
factions. 

As a result of our relative physical security, the United Statess 
almost alone among world powers, is free from coercion to join its policy 
to that of other nations. Under conditions of i insecurity in Europe, some 
nations have frequently felt it necessary to make commitments of arme 
support under specific conditions that may extend beyond the desires of thel 
pledged nation, in order to insure a similar extension of support by the 
other party to the agreement. The United States, not now facing such 
compulsion to accept the inevitability of war under certain conditions, has, 


CHAPTER 1. 


Peace as a National Objective 


I. Neutrality or Collective Security? 


JHIE IMMEDIATE situation as regards America’s peace policy is 
without precedent. Under the Constitution the conduct of 
foreign relations is vested in the President, who is aided by his 
administrative agency, the Department of State. In the matter 
of treaties it is subject to review by the Senate through the necessity of 
securing their “advice and consent”. This procedure is designed to effect 
“a compromise between the grant of power enabling the President to act 
swiftly in urgent situations, and the democratic safeguard of legislative 
determination of national policy. 
: There is only a fine line dividing the spheres of the President and 
the Congress in a sequence of events culminating in a declaration of war. 
By the handling of a succession of lesser crises the Executive can shape 
national policy to the point of committing the Nation to war. Members 
of the Congress, claiming that their advice has been sought only after 
the die was cast and that in general they are faced in important matters 
with a choice between agreement and a reversal of a whole trend of 
national policy, have sought to achieve a greater legislative control over 
the foreign relations preliminary to vital decisions. The Executive in 
‘return has repeatedly demonstrated that facility and dispatch are not 
consonant with legislative action in foreign affairs. 

The issue has come to rest on the conduct of American foreign rela- 

, tions when other nations are fighting. This is a broad and yet a 
fundamental phase in foreign affairs. The Congress has sought to 
establish a frame of limitation around that portion of foreign policy 
which is most vital to the people whom the legislators represent. This 
means the interjection of rigid popular restrictions, determined in 
advance, at the most crucial stage of foreign relations. The purpose of 
the restrictions is to reduce the possibility of America’s becoming involved 
through the growth of commercial and financial ties with belligerents, 
or through conflicts arising in pursuit of commercial rights. 

The Neutrality Act as last amended sets up a code of regulations 
on trade, transportation and financial transactions between the United 
States and the belligerent nations. Representative of the compromise 

between the Executive and the legislature is the fact that the plan formu- 
ated by the Congress is applied in whole or in part at the discretion of the 
President. The provisions of the Act, when it is invoked, apply equally 
to all parties to the conflict, the theory being that the first concern of the 
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United States is to prevent the establishment of a close community of 
interest with any warring nation. Thus the temptation to join hands 
with the friendly and favored belligerent is to be avoided. 

The President’s discretionary power to invoke the Act hinges on 
his finding that a state of war exists in a given clash of nations. It was 
thought that whenever actual warfare was being carried on, a finding 
that war existed would be proclaimed and the Act applied. But in the 
Sino-Japanese conflict the President broke his initial silence only to 
declare that peace for America does not lie in the direction pointed by the 
Act, and in effect he declined to make any move to apply the Act. In 
this attitude he was supported by the State Department, which named 
Japan as the aggressor in the present dispute. No doubt was left that 
the Executive had abandoned the means afforded by the Neutrality Act 
and expects to find in international cooperation against aggression a 
better guarantee of peace for the United States. 

The course which the President has followed bears significantly 
on the possibility of laying out in advance a positive line of policy whether 
for war or peace. “The same phenomenon has been witnessed in connec- 
tion with the Covenant of the League of Nations. No matter how a 
set of rules is drafted, a decision must be reached that some event has 
transpired to call them into play. At that point definition and sophistry 
can always be brought to bear to avoid an undesired decision. ‘The 
popular will that laid down the rules will have to reaffirm its current 
interest in their application. No greater danger to peace can exist than | 
that those who desire peace place their confidence in rules or laws. . 


II. The Committee’s Frame of Reference 


Both the policies represented by the Neutrality Act and by the 
President’s Chicago speech of October fifth find large and widespread — 
support. However, the field of administrative details and implementa- | 
tion is in neither case treated fully in the usual discussions of procedures. 
There have been attempts to apply economic sanctions and boycotts, evi- . 
dences of disapprobation and censure. Assistance to victims, efforts to | 
remonstrate, and other means have been used. Very apparently the | 
measures recommended have increased in severity as gentler representa- | 
tions failed. It appears that the more forceful the attempt the better the 
chance of success, but the more forceful measures may lead to war. 

With the belief that avoidance of involvement in war requires well- 
conceived internal strategy and tactics, the Committee set out to discover 
what must be done to achieve that end, to weigh the degree of assurance 
afforded by each means available, to consider the cost of each means and 
the cost in relation to its effectiveness. The starting point of this inquiry | 


Foreword 


In the Fall of 1936, as today, it was generally agreed that the 
widespread desire among the people of the United States to remain at 
peace must be implemented by positive action to increase the assurance 
of peace. One possible approach to this problem was along the line 
of “neutrality” legislation designed to keep the United States at peace 
should other nations go to war. Since it seemed certain that some such 
legislation would be adopted, the Board of Trustees of the National 
Economic and Social Planning Association initiated a committee to 
explore the methods by which such a policy could be implemented. 

This Report is the result of those discussions. The frame of 
reference of the Committee assumed that this Nation desired to remain 
at peace while other nations were at war. It was also assumed that 
Avoidance of involvement in war required a coherent plan of strategy 
and tactics. "The problem laid before the Committee was to study 
the potential components of such a plan and to analyze the domestic 
costs and adjustments inherent in these measures. 

The Committee did not have before it the basic question whether 
“neutrality” legislation and isolation in time of war is a wise policy. 
That there are alternative policies in foreign relations is indicated by 
the following questions: Is it in the interest of any major power to 
announce to the world that it will not go to war for any cause other 
than the protection of its soil against invasion? Is non-participation in 
collective security at this time likely to make more imminent a war at 
some future time? What effective means of collective action in the 
interest of world peace are open to a nation that binds itself against 
involvement in war? Is it in the interest of world peace for the United 
States to embark upon a policy of collective action against aggression? 
The Committee was composed of persons who think differently 
along the lines of policy indicated by these questions. Some are con- 
‘vinced of the necessity or wisdom of isolation. Others would combine 
cooperation in times of peace with complete and assured isolation in times 
of war. Still others feel that it is unwise for the United States to 
withhold active and, if necessary, forceful aid to collective security. The 
Committee addressed its efforts to only one line of policy in the hope 
that it could contribute needed material at a point around which current 
discussion centers. 

It is of fundamental importance that the United States make an 
informed choice as between the several possible lines of foreign policy. 
“Whatever their relative merits, it appears essential that the choice be 
definitive and fully implemented. Compromise between policies with 
mutually exclusive implications may prove the most dangerous of all 
approaches to foreign relations. Informed choice presupposes careful and 
dispassionate study of each alternative. Although the Committee ex- 
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plored only one line of policy, i its discussions clearly indicate that extensiv 
preparations are necessary in order to apply any selected policy. 

Even within the Committee’s frame of reference this Report ha 
limitations which should be noted. The treatment is exploratory rathe 
than definitive. It was not the aim of the Committee to present a 
finding on the basis of which a finished bill could be drafted, for example. 
Rather the Committee feels that it has cleared the way to a more compre- 
hensive task of research. "The emphasis has been largely on the mor 
tangible and direct economic problems that lie back of a neutrality) 
program. Among the other factors likely to involve us in war, only; 
propaganda and emotional tension have been discussed. ‘These other 
forces seem to some members of the Committee equally important, and 
should have been examined had time allowed. Finally, it must be noted 
that the Committee examined the implications of methods to maintain: 
peace in time of war only from the point of view of the United States. 
Presumably these measures should be considered as regards their inci- 
dence on other countries, at least insofar as such impacts may in the 
longer view have repercussions on the United States. 

As the Committee met independently in two sections, one in New 
York and one in Washington, the Report combines and synthesizes a 
series of discussions. For this reason, no member of the Committee is 
to be assumed to agree with all of the statements made. “The Report 
represents a consensus of opinion rather than a unanimous endorsement! 
of its contents in full. 

The Committee acted under the chairmanship of George Soule of 
The New Republic in New York City, and A. F. Hinrichs of the United 
States Department of Labor in Washington. The Committee members 
who could be reached this Fall were N. R. Danielian, Federal Com- 
munications Commission; J. Frederic Dewhurst, Twentieth Century) 
Fund; Arthur D. Gaye, Columbia University; Philip C. Jessup,. 
Golarabis University; Oswald W. Knauth, Associated Dry Goods: 
Corporation; Arthur M. Lamport, A. M. Lamport and Company;; 
Raymond T. Rich, Raymond T. Rich Associates; Horace Javiog) 
Columbia Waiversity Louis Bean, Department of Agriculture; Thom 
Blaisdell, Social Security Board; SY J. Coil and George B. Gallowaal| 
National Economic ands Social Planning Association; Roy Veatch,, 
Department of State; and Benjamin B. Wallace, U. S. Tariff Comna| 
sion. Members of che Committee to whom the Report could not be 
submitted must, of course, remain anonymous. 

Lewis L. Berwin, who was instrumental in the establishment of 
the Committee, was recalled to Geneva by the International Labo: 
Office last November. Each group is indebted to its secretary, to 
William W. Lockwood, Jr., in New York; and in Washington, to = 
W. McNally, who prepared the major porice of this Report. 
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an unlimited reservoir of credit and commodities, ready to defend to the 
last its right to assume the greatest of transport risks. 


_- What would be the extent of the belligerents’ ability to secure cash 
for purchases under these conditions? It can be assumed that in each 
case the belligerent government would take over all the American 
‘holdings of money, securities and property of its nationals, exchanging 
its own obligations for these. Thus the American holdings of any 

foreign citizen, corporation or government can be considered potential 
purchasing power for belligerents in the event of war. 


The total of foreign investments in the United States exceeds 
seven and one-half billions of dollars. Excluding Canada, the largest 
holdings are in Great Britain, the Netherlands, Switzerland and France, 
the last two being practically one, since Swiss holdings are largely 
controlled by French investors. The holdings themselves consist of 
stocks and bonds and other properties, and include about $1,500,000,000 
“in bank balances and short-term investments practically equivalent to 
cash. This would all, of course, be in addition to the gold holdings 
of the belligerents. The liquidation of even half of so vast an amount 
of holdings and its conversion into supplies, if executed hurriedly, can be 
expected to derange American security markets and American industry. 

The Finance Division of the United States Department of Com- 
"merce in its publication Foreign Investments in the United States (1937) 
_presents the following data: 


TABLE 1.—FOREIGN INVESTMENTS IN THE UNITED STATES, END 
OF 1935 AND OF 1936 


(In millions of dollars) 
Investment 1935 1936 
Oo ————— 


Holdings of American securities and other foreign long-term 


investments in the United States........+.+-.++sereeees 45,109 *6,108 

Foreign-owned bank balances and other short-term funds 
owed to foreigners as reported by banks and brokers......- 1,220 1,530 
TAPER OMe ecole tievein 8 hepa Ne wie eRe eis * 6,329 17,638 


1I¢ should be noted that changes in average annual market prices of common 
stocks may exert an important influence on the annual changes in this item. 
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TABLE 2,_FOREIGN LONG-TERM INVESTMENTS IN THE UNITED! 
STATES BY COUNTRIES AND AREAS, END OF 1934 


(In millions of dollars) 


eee SSS 


a ae] 
tee 
s Ss 8 o = 5 Ki 3 S Eo] 
Type of Investment FE 3 % 3 3 8 8 S = : is z = 
q.8 y 3 4S ses = Ke i) 
6 64. ¢ (2 26-68 Jae ore 
Direct investments ; 
(book value) ..... 367 678 24 224 91 68 6 60 1,518 
Common stocks (mar- ; 
ket value)....:... 333 233 81 133 101 47 13 261 1,202) 
Preferred stocks (par 
Valtie) Grsmitons sents 89 135 18 20 25 36 4 24 351 
Bonds (par value).. 49 87 50 207 63 40 8 32 536 
Other investments... 169 164 5S el 29 68 44 9 114 750 
KMotalitomerrernte 10072 1 297 226 mess 348 86235 40 491 4,357 
Per cent of total..... 23.1 +-29:3 5.2 Ge 8.0 5.4 0.9 11.3 100.0 


Even if the process of liquidation were to be accompanied by > 
considerable losses in values, the total purchasing power realized would 
be enough to produce an unhealthy boom in industrial production. To | 
supplement the embargo on credit to belligerents it would be necessary 
to register foreign holdings and control the liquidation of long-term 
obligations. There is no expectation of regulating the short-term 
credits, for these might be liquidated before controls could be imposed; 
nor would a portion of the long-term investments, as for example, real 
estate holdings, likely be liquidated readily. But a brake could be put 
on the conversion of about $4,500,000,000 worth of the remaining 
investments. Freezing and rationing phese credits might possibly be 
easier than applying quotas to goods shipments, and have the same 
effect of controlling trade with belligerents. | 

Credit control will prevent the development of new financial ties : 
to belligerents. But the present so-called “cash-and-carry” program will 
not prevent the development of a war-trade boom of substantial propor- 
tions. It is impossible to say how seriously our economy would be dis- 
located by the rapid expenditure of possibly a billion dollars or more from 
the liquidation of credits. The extent of the liquidation and the post-war 
readjustment will depend upon whether such expenditures are thinly 
spread over normal items of trade or are concentrated on war materials, 
If an efficient and legal scheme for rationing long-term funds can be ap- 
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plied, the aggregate impact can be controlled. Coupled with a quota 
control over trade, it would be even more effective. 


Il. Control Over Liquidation of Foreign Holdings 
Whether or not the foreign ownership of securities could be dis- 


‘covered is a very serious problem. Most purchases by foreigners are 


made through American nominees, and in anticipation of such regulation 


“as is here contemplated the real ownership of investments would in the 


case of foreigners be deliberately obfuscated. Listings already available 
to the Commerce and Treasury Departments and to the Securities and 
Exchange Commission would have to be revised and amplified greatly 
with this new purpose in mind. Then control over liquidation would 
“have to be established, probably through the Stock Exchange and the 
SEC, and the securities themselves would perhaps be impounded in a 
Government agency or corporation acting as trustee. Each step in 
this process would probably be beset by legal difficulties and challenges 
to the constitutionality of the entire procedure. 

Regardless of doubts as to legality, the presence of legislation serving 
notice of intention to control liquidation would probably have the effect of 


‘stimulating foreign investors to sell out before the outbreak of war. 


Unless the control measures were to be applied very smoothly, speculative 
money would withdraw and security prices fall as war approached. ‘The 
public clamor arising from declining markets might prejudice the 


success of the measure. It is essential that discretionary power be 


given the President in the application of the controls; it would be 
absurd to attempt automatic application regardless of the nature and 
extent of the conflict. The foreign security holder under these circum- 


stances would be more inclined to hold on and take his chances, and 
the risk of panic-selling would be considerably lessened. 


It is very important also to note that belligerent governments, faced 
with a limitation of their purchasing power in the United States, would 
certainly wish to prevent a break in American security markets, with 
consequent decline in values. Moreover, with a limit set to their ability 
to buy they would wish to apportion purchases as evenly as possible 
‘in order to maintain constant supplies over the entire period of the war. 

The nature of the controls themselves, the mechanics and admin- 
istration required, would depend largely upon the enabling legislation 
setting up the plan. Equipped with knowledge of ownership, the 


~ Government could impound the foreign holdings, releasing them for 


liquidation in amounts based on a monthly, or even weekly, quota. 


The liquidation itself might proceed either by outright sale or by the 


posting of foreign holdings as collateral against the issuance of bank 
credit. For this purpose such credit might be extended. Since the large 
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holdings are concentrated in a few nations, working agreements with the: 
governments concerned might be established. These governments, iff 
belligerents, will be interested in the maintenance of values, as mentioned! 
above; if neutrals, they are not to be expected to engage in suddent 
liquidation. In advance of action the actual procedure of regulation of? 
credit, as in the case of commodity control, can only be sketched. As for> 
the available power of enforcement, one cannot surmise its scope before: 
the determination of the extent of peacetime measures. 

Whatever the exact details of the administrative procedure to be: 
set up, certain exceptions and special cases may have to be made. Canada. 
and Latin America, by reason of their proximity and close relationship} 
to the United States, seem to require special treatment. Economic ties with | 
Canada have grown on a tradition of friendly relations from an inter-} 
change of raw materials and manufactures to something approaching; 
an identity of interests. Over one billion dollars of the foreign invest-_ 
ments in the United States are held in Canada. Even if Canada is: 
a belligerent it would be difficult to attempt to apply the same restrictions | 
as are imposed on European nations; we are too used to dealing with 
Canada on the basis of a special community of interest. To more or 
less extent the same holds true in the case of Mexico and various 
Central and South American countries. 

This leads to the question of the general treatment of credit relations 
with neutrals. Canada and Latin America, if neutral, could borrow | 
money to buy and transship supplies to belligerents. So also could. 
other neutrals throughout the world. One might suppose that such 
an expansion in neutral purchases would cancel the effect of limiting 
purchasing power of belligerents. Certainly we can anticipate con- 
siderable increases in purchases by Canada and Mexico, and the trans- 
shipment of a portion of the increase to belligerents. But elsewhere | 
the situation will be different. The European nations likely to be 
neutral, for example, cannot handle major financial operations; their 
credit will not support large loans. For Sweden or the Netherlands, 
two nations in a better position than most of the likely neutrals, a loan 
of 100 millions would be very large. If neutrals attempted to float loans” 
here for the account of belligerents they would meet with indifferent 
success, for American bankers wish to sell such obligations to the 
public and there is no American market for large quantities of foreign 
securities. No appreciable amount of financing could be carried on by 
belligerents through neutrals. 

If the neutrals included large nations like Great Britain or France, 
one can say simply that the danger of American involvement in the 
existing war could not possibly be very great. The greatest danger 
would exist if the major European powers were belligerents, with 
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Canada and Mexico neutral and acting as purchasing agents or bor- 
rowers. ‘Then our rationing of the belligerents’ purchasing power in 
the United States might be checkmated by a concentration in Canada 
and Mexico of purchasing power derived elsewhere. Loans from the 
United States would swell the total of available cash and credit. 


It seems safe to assume that in the event of a great war which threat- 
ens to involve the United States, no country able to borrow heavily in the 
United States is likely to remain neutral. And there is apparently no 
way of preventing a neutral with which we have built up close relations 
from entering the war and carrying our interests along. 


III. Other Sources of Purchasing Power 


The field which credit control would cover has been surveyed and 
the possible efficacy of the control assayed. The present purchasing 
power of belligerents in the United States could be cut roughly in half 
by an embargo on credit. Of their available assets here, about fifty 
per cent could be impounded and rationed. During the World War 
the Allied powers spent upwards of twenty billions in the United States; 
their present potential cash purchasing power here is less than ten 
billions, of which almost five billions could be controlled through the 
exchanges. ‘The operations of neutrals might conceivably increase the 
total to a small extent, but their contributions would tend to diminish 
as the number of belligerents grew. Of more than seven billions of 
foreign holdings in the United States, all likely to be turned to the 
account of belligerent governments, about five could be liquidated 
easily—the short-term securities quickly and the long-term through the 
liquidation control machinery. The remaining two-odd billions could 
also be liquidated, though with more difficulty because it consists largely 
of controlling interests in corporations in America, foreign insurance 
company equities, personal and corporate trusts, and real estate holdings. 


The belligerents would enlist their cash purchasing power within 
the United States, and would add to that fund available cash secured 
elsewhere. To the extent to which materials and supplies could be 
secured from other neutrals on credit, the belligerents would reserve 
‘their cash for expenditures in the United States. Otherwise cash pur- 
chases would, of course, be made in accordance with need and the 

supplier’s facilities in respect to quantity, quality, mode of sale and 
transport factors. In any case, each belligerent would mobilize its cash 
resources and use every possible means to swell the total. Since the 
credit control plan is based on the assumption that belligerents cannot 
finance cash purchases far above normal for the war period, so that 
lacking credit the total trade will not be much in excess of peacetime, 
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it is necessary to examine the belligerent’s potential cash reserves outside 


the United States. 
The gold reserves of the nations of the world, as reported by the 
Federal Reserve Board, are shown in the following table: 


TABLE 3.—GOLD RESERVES OF CENTRAL BANKS AND GOVERNMENTS 


(In millions of dollars) 


Latin 
America Asia and : 
End of United Europe (26 (11 Oceania(8 Africa ( 5 
month States Canada countries) countries) countries) countries) 
1934—Dec.... 8,238 134 11,010 601 805 263 — 
1935—Dec.... 10,125 189 9,517 645 816 291 
1936—July... 10,648 187 9,099 635 845 269 
1936—Dec.... 11,258 188 9,307 708 858 283 
1937—July... 12,446 188 9,159 795 838 267 
3 z . 
5 a | 8 3 S 
End of month se 2 = ES 3 @ = o 
2M ¢« fob ‘hs ee ae 
tetas | Sy ® eS oO © SS = = 
PM oa 6) = Q a ry 7) oo) 
1934—Dec........... 1,584 5,445 32 ~=«4518 590 573 624 740 159% | 
1935—Decsn. ccciowrs «0% 1,648 4,395 33° 270 611 438 454, -°735 1855} 
1936-Julys ee tao 1,977 3,643 29 «209° «633'~*«437 471-78 23d 
1936=—DEGinvescm es ances 2,584 2,995 27 208 «632: *490'5 = 655 5ee 71 Se 
1937—J uly +. aan 2,689 2,422 28 208 617 862 628 718: 243 


The same source reveals that the world production of gold in 1936 | 
was $1,166,529,000, of which only $152,509,000 was produced in the _ 
United States. Excluding Russia, which is second only to and not far 
behind South Africa, the principal sources are Rhodesia, West Africa, — 
and the Belgian Congo; Canada, United States, Mexico, Colombia, and : 
Chile; Australia, Japan, and British India. The use of gold stocks — 
and the conversion of annual supplies into purchases by belligerents — 
would be sufficient to produce an export boom of large proportions in 
the United States. The only way to prevent such a development would — 
be to embargo gold imports, as Sweden did during the World War when 
gold poured in and gave rise to serious inflation. Whether such drastic 
measures would in fact become necessary is debatable, depending upon H 
the individual’s opinion as to the proportion of gold stocks the belligerents 
would be willing to export, the amount likely to be sent to the United 


States, and how quickly the gold movement would begin. - 
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It is not usually feasible for belligerents to depend upon exports 
for a supply of foreign exchange. The possibility that any significant 
amount of sales to the United States would continue if the seller were 
at war is quite remote. Military uses of domestic products, diversion 
of productive resources into the manufacture or growth of strategic 
commodities, employment of shipping facilities primarily for carrying 
vital necessities, all these would militate against the continuation of 
normal export trade to the United States. The revenue derived from 
such trade as remained would not greatly add to belligerents’ purchasing 
power in the United States. Similarly, except in the case of Canada 
and Latin America, a decline in tourist expenditures can be expected, 
with a diminution of purchasing power so derived. 

The ordinary commercial credits accompanying normal trade with 
belligerents would cease in the general embargo on credit, causing some 
inconvenience but no important readjustment. The ban itself would 
be enforced by ruling out collection through American courts, in which 
case, since title to shipment changes hands at the pier, the shipper would 
be forced to take the entire risk if he sent goods on credit. Even if 
permissible, bank acceptances and corporation credits could not reach 
a high total, for a bank or corporation would be unable to rediscount 
the accumulation of paper, nor could it be refunded by a bond issue 
under the terms of the embargo on long-term credit. Loans to neutrals 
would, if they were public borrowings, be easily traced, and any diversion 
to belligerents discovered. Loans to private corporations in neutral 
countries could not reach a high total, since only in the large European 
nations are there corporations large enough to secure substantial credits, 
and it is likely that these nations will be belligerents, if, as we assume, 
‘Great Britain is involved. 

The purchase by Americans of belligerents’ holdings in other 
nations might supply some purchasing power, as for example, if an 
American corporation were to buy out a British competitor in the 
Argentine and pay in dollars. However, the money received might 
just as possibly be spent where the transaction took place, as would 
indeed sometimes be necessary where legislation restricted foreign exchange 
transactions. Since purchases will naturally be made by belligerents 
in many places other than the United States, it is more than likely 
that any transfer of corporation assets will be in exchange for goods 
- from the country where the properties exist. 


IV. The Effects of Credit Control 


The total export trade of the United States approximated two and 
one-half billions of dollars in 1935. Assuming that in a major war 
the sale of three-quarters of a billion dollars of commodities normally 


eg 
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supplied but not vital in a war economy would be stopped, there would 
be a gap created, theoretically, before the war orders began to pile up. 
If on war orders the belligerents within a year spent the diverted 
three-quarters of a billion, added another three-quarters of a billion 
from liquidated short-term credits, and one billion from liquidated 
long-term investments, they would secure $2,500,000,000 worth of 
war materials and commodities. This would cause an increase in 
American production for export of $1,750,000,000 over the peacetime 
export total, after the expenditure of less than one-third of the belligerents’ 
liquitable investments in the United States. Without American credit 
and without use of gold reserves they could potentially maintain the same 
rate of purchases for the two years following. Use of gold might swell 
the total of annual purchases in the United States, or might finance the 


buying of a similar amount in a fourth year. The gold stocks might be in- 


troduced gradually and fed into the United States to supplement the 
amount of purchasing power emanating from the liquidation quotas. 


Thus it appears that a credit embargo, with a control over liquida- 
tion of foreign holdings in the United States, would not alone be 
sufficient to prevent a considerable increase in American production 
and exports. This increase, of whatever extent, would be accompanied 
by a terrific expansion in the demand for some commodities, and would 
be followed by a post-war slump. ‘The impact of the export boom, 
despite American rationing of the liquidated foreign holdings, would 
be determined largely by the belligerents’ use of their cash resources 
over a short or long period, for a small or diversified list of commodities, 
as they decided. What the credit embargo would do is set a top limit 
to a boom while not preventing it. 


oy 


On the other hand, the insistence on cash-and-carry and trade-at- 


your-own-risk, which could be made effective only in conjunction with 
a credit embargo, would greatly lessen the interest of bankers and 
shippers in trade with belligerents. In the World War, bankers and 
shippers were quite willing to assume large risks for high profits; it is 
sometimes claimed that their subsequent desire to reduce those risks, 
while maintaining the profits, led to America’s entrance into the war. 
By concentrating all risks in the hands of the purchasers and requiring 
them to pay cash, there would not so easily arise an identification of 
American financial and commercial interests with those of belligerents. 


There is already in the Neutrality Act a basis for credit control. 
The embargo on loans and credits to or for the use of belligerents; the 
President’s power of designating additional articles and materials, other 
than munitions, which may not be carried on American vessels to or 
for the use of belligerents; the President’s power of prohibiting all 
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export or transport of articles to belligerents except after transfer of 
title and rights from American hands: these provisions form a ground- 
work on which might be erected the system outlined above. The legal 
power to impound foreign holdings, and an administrative system for 
rationing the liquidated investments, would have to be established. 
- . More inspection and control of financial transactions than the 
Government has ever exercised would be required to implement this 
scheme. But even so, the degree of control to be assumed is likely to 
be less than would be imposed in the event of our participation in the 
war. ‘The present Industrial Mobilization Plan calls for “The direction 
of the flow and the furnishing of new capital to the support of those 
‘ndustries on which the welfare of the country most depends (1) by a 
‘system of priorities administered by an agency to be established by the 
President, and (2) by the creation of a corporation charged with the 
loan of Government funds. These measures are in addition to those 
which will be employed by such existing agencies as the Federal Reserve 
System. . . . The necessity for preferential application of capital and 
resources to essential enterprises calls for official control of security 
issues with a view to preventing unnecessary capital expenditures.” 

The end result under the credit control plan would be that the United 
States would supply any war customer who could pay cash and carry 
away his purchases, and no others. Under such conditions the potential 

European customers are Great Britain, France, the Netherlands, and 
the Scandinavian countries. Financial strength and maritime position 
coincide to make these countries likely to be our principal customers. 
‘This limitation of potential customers under the credit control plan 
would result in any case. This expected monopolization of our trade 
, by one set of belligerents makes some kind of system for control of 
American exports, such as the normal quantity quota system, seem all the 
more advisable. 


CHAPTER 5. 
Regulation of Shipping 
I. Transportation Through War Zones 


HETHER or not the commodity and credit control plans gain 
complete acceptance, there is already a beginning in the field 
of regulation of conditions of transport. And disturbances 
in the ordinary routine conduct of the carrying trade are 
productive of more surface commotion, if not basic difficulty, than other 
economic entanglements with belligerents. ‘ 

The traditional American insistence upon neutral rights was shown 
during the World War to be obsolescent if not actually impossible.” 
Contraband may now be expected to include materials primarily in- 
tended for the maintenance of civilian populations, for modern war 
is carried on against noncombatants as well as armies. “The doctrine 
of freedom of the seas no longer has application; control of the seas 
is won by force and used strategically as a weapon. Despite America’s 
theoretical rights as a neutral to carry on its usual trade, it cannot expect 
freedom of transit and protection for any cargo not destined for the 
stronger naval powers and their allies. When it receives that protec- 
tion, it is open to attack from other belligerents who can consider any 
cargo for opponents as contraband. Regardless of rights and precedents, 
American shipping in time of European war is likely to be interfered with _ 
and attacked by one or another group of belligerents. 

It is possible, as in 1914-1917, to be satisfied with the flow of trade 
to one group of belligerents, and not insist upon the right to supply 
the other side. Or one can, as mentioned earlier, refuse to aid the | 
superior maritime power by cutting off supplies to all belligerents through 
the embargo. Under a commodity quota plan, and/or a scheme of 
credit control, the matter of transporting some merchandise remains, 
and inevitably it will be found that the belligerent controlling the sea _ 
lanes will interfere with traffic destined for its enemies. The commodity — 
quota and credit control plans have been examined as a means of pre- | 
venting a production boom in the United States and as a check on our | 
becoming involved in war through financial transactions. It is im-_ 
portant that an examination be made into methods of preventing 
maritime incidents like those which in the World War produced so _ 
many heated diplomatic exchanges between the United States and 
belligerent governments. : 

The embargo, by cutting off all exports to belligerents, would — 
effectively reduce our contacts with belligerents, but such an qnyicu a 

: 


extreme measure is impractical. Granting some trade, it is inevitable 


| 
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that shipments from the United States will pass through war zones 
en route to destinations in Europe, with consequent imminent risk of 
loss by capture and sinking. Our experience during the World War 
shows that even if one set of belligerents possesses overwhelming naval 
strength, its opponents are able to do extensive damage to commercial 
‘shipping. It is evident that the most fully developed use of the convoy 
system would not eliminate this risk, if the use of arms to protect 
‘merchantmen does not in fact enhance the risk of involvement. In 
the next European war the ocean-borne imports of a belligerent are apt to 
be attacked like military supply trains in a zone of operations. If the 
risk of attack cannot be lessened, it would seem wise for the United 
States, as a neutral, to attempt to reduce the risk of loss to itself. 


To this end the Neutrality Act prohibits the embarkation of 
American citizens on the vessels of belligerents, with exceptions as 
the President prescribes, and with a ninety-day exemption to returning 
citizens. American ships, including aircraft, are prevented from car- 
rying munitions to or for the use of belligerents. Those American 
merchant vessels which engage in trade with belligerents may not be 
armed. In addition the President may, if he deems it necessary, proclaim 
a list of articles and materials which cannot be carried on American 
vessels to or for the use of belligerents. He may also stipulate that 
the export of all articles to belligerents is permissible only after all 
right, title and interest in them has passed from American hands before 
shipment. 

If it were also required in all cases that title to freight change 
hands before shipment, the “carry” part of the cash-and-carry plan 
would be in effect. If American vessels engaged in trade with 
pelligerents were not to receive the protection usually afforded its 
‘nationals by the American government, the trade-at-your-own-risk 
doctrine would obtain. This would to a large extent be implemented 
were the collection of damage claims arising from this trade to be 
ruled out of American courts. The cargo would then belong to the 
belligerent who had purchased it, and the shipowner would be taking 
his chances in carrying it. The probable effect of such measures 
would be the almost complete use of belligerents’ vessels in the war 
trade. With the American government refusing to recognize insurance 
on such vessels and cargoes as a valid claim, the only likely way for 
belligerents to secure the use of American ships would be by purchase. 

It appears that American citizens should be entirely barred from 
war zones, possibly under threat of losing their citizenship. This would 
augment the “travel at your own risk” policy, although that minimum 
might still be applied to American citizens located in war zones at 
the time of the outbreak of hostilities. Such cases would require special 
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treatment, but after facilities for their evacuation had been developed, 
a general policy for the exclusion of other American nationals should 
be applied. Similarly, it is wise to give American citizens some such 
period as ninety days in which to return to the United States, although, 
where possible, they might be required to travel on American ships. 

It is difficult to determine what or where the war zones might be. 
‘The entire high seas could be considered a war zone. If, for example, 
munitions in an American vessel were certified as destined neither to 
nor for the use of a belligerent, but for the actual use of some Central 
American government, a belligerent warship might remain unconvinced 
and seize the shipment, in which case the Caribbean would become a war 


zone. ‘The presence of belligerent warships ready to cut off supplies ~ 
near their neutral sources is likely to extend war zones to the very | 


doorsteps of the neutrals. “The areas from which American citizens 
are barred would have to be announced specifically, as well as the 
points between which American citizens could not travel on vessels 
belonging to belligerents. 


Il. Traffic with Neutrals 


If the adoption of measures to prevent transportation incidents 
involved only the sacrifice of time-honored neutral rights, it would cause 
considerable opposition, as, for example, it did when the Neutrality 
Act provisions were voted. But there is also involved a loss of profits. 
Just as desire for financial advancement would tend to cause American 
producers to oppose commodity control and bankers to oppose credit 
control, so would shipping interests see a considerable loss to themselves 
if the carrying of trade to belligerents were taken away from them. The 
same attitude would produce efforts at evasion of regulations actually 


enacted. And again, the evasion would probably center about the use — 


of neutral countries as intermediaries between the United States and 
the belligerent powers. 

Supposing that all shipments to or for the use of belligerents had 
to be carried in foreign-owned bottoms, American vessels would 
remain eligible for the interneutral trade. Aside from the likelihood of 
intent to supply belligerents through neutrals, there is the possibility that 
they would be subject to interference by belligerents on suspicion of inten- 
tion to transship, or because of actual or pretended confusion of identity. 
It is possible to prohibit American vessels from clearing United States 
ports for destinations which would require passage through a zone of bel- 
ligerent operations. However, in view of the difficulty of defining war 


zones this might not be feasible. The only sure method of making cer- — 


tain that transshipments would not take place seems to be the cumbersome 


process of consigning cargoes to the neutral governments for the account _ 
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of the neutral importers, and having deliveries supervised by government 
agents. This would have to be based on an international agreement among 
neutral governments. To guard against interference en route it might 
even then be necessary to convoy the merchantmen. 


_ During the World War, Latin American nations suggested an 
international agreement to demarcate neutral zones for inter-American 
traffic. Rejected then by the United States, the project might be 

reconsidered as a means of establishing well-marked neutral channels 

“up and down the coasts of North, Central and South America. ‘Through 

these neutral shipping would pass, perhaps under the supervision of 

a patrol of warships. ‘Traffic over the regular route would then be 
. subject to check at the destination, and bootleg cargo outside the lanes 
’ would have to take the risk of capture and search. Failing an agreement 
for the marking of neutral lanes, the only sure way of getting American 
trade through to neutral Latin American ports would be by convoy, a 
method that offers even greater possibility of producing dangerous 
incidents. 


Since arms and munitions can only be exported from the United 
States on license, it is easy to trace such shipments. And American 
vessels cannot carry such cargoes to or for the use of belligerents. Thus, 

“in at least this one important category, the danger of transshipment 
through neutrals is not very great. In the case of other commodities, 
where there is actually a likelihood of efforts at transshipment, the 
_ situation varies according to whether the transshipment is by land or 
sea. Shipments from the United States to neutrals bordering on bel- 
ligerents would be subject to interference while at sea. Those which 
‘would have to be reshipped from the intermediary would be intercepted 
after leaving the intermediary, rather than before reaching it. The 
belligerents will probably not be anxious to risk friction with the United 
States, and in these cases would naturally prefer to pick up the vessels 
when neither origin nor destination involved the United States. 


The problem centers about supervision of exports from the United 
States, in American ships, to neutrals contiguous to belligerents. As- 
suming that the President exercised his power of enlarging greatly the 
list of commodities which, like arms and munitions, could not be carried 
in American bottoms to neutral states for transshipment to belligerents, 
it still remains to be determined whether a given shipment is actually 
for the use of the neutral to which it is consigned. ‘The suspicions of 
pelligerents will probably lead them to action, to the search and seizure 
of American ships. If it can be shown that the cargoes were destined 
for belligerents, the United States will refuse to intercede for the owner 

‘and shipper; otherwise a wrangle over rights will develop. 


256 PLAN AGE 


It has been suggested that exports to these neutrals, if in foreign 
bottoms, should be on an f. o. b. basis when the shipment has to pass 


through a war zone. If cargo is carried in American ships, precautions 


against transshipments should be required in advance. ‘These precau- 
tions might be through international agreement as suggested, but other 
restrictions might be developed in accord with necessity, exacting such 
guarantees as proved effective. ‘This would minimize the conflicts likely 
to arise in this connection. It might even be necessary to apply the 
f. o. b. requirement to Canadian and Latin American trade in order 
to secure equal application of the rule, although it is certainly less likely 
that a war zone would be established in this hemisphere. 

In the event of adoption of the normal quantity quota plan for 
commodity control, exports to neutrals would automatically be regulated 
and the shipping of extra supplies for transshipment would be more 
easily detected. 


CHAPTER 6. 


Provision for Internal Needs 


ed te purpose has been to prevent the growth of economic interests 
S221 dependent upon sales to belligerents. The aim has been to curb 
profits from war in order to minimize a cause of war. In addition, one 
of the primary objectives is to prevent an inordinate industrial and agri- 
cultural production spurt based upon war orders, since it would dislocate 
“the normal balance and would accentuate the probable post-war reaction. 
Limitation of exports might serve to prevent this boom, and regulation of 
credit and ocean traffic might keep us from becoming too closely interested 
in the success of one party of belligerents. By anticipating the problems 
likely to arise between the United States and other nations when war is 
being waged in Europe, an effort can be made to arrange in advance for 
the amelioration of probable crises or for the solution of difficulties. Thus 
- far, methods have been explored for conducting commercial and financial 
‘relations so as to minimize the problems created externally; now some 
attention to the associated internal problems is in order. It is also neces- 
‘sary to limit domestic losses and mitigate hardships arising from war 
- abroad. 
These internal problems will, of course, be intimately related to the 
existence of the war and to the measures taken by the United States 
to prevent involvement. But the solutions to these problems will be more 
susceptible of treatment in the same fashion as other purely domestic 
‘situations. The purpose here is to effect compensations for the altera- 
tions in the national economy which the war abroad will produce. 
Whereas previously measures were sought to guarantee that America’s 
foreign relations would not bring her into war, now the aim is to assure 
an even keel at home while the foreign course is being steered. Here one 
must give consideration to the maintenance of a strong and steady internal 
economic structure, the effect of the war upon politics in a democracy, 
the guarantee of continued social progress at home, and the preservation 
- of a reasoned attitude toward the belligerents. 
: Among the specific problems is the maintenance of a supply of raw 
materials for economic sustenance and self defense, the guarantee of a 
sufficiency of the so-called strategic materials which the United States 
lacks. ‘This is connected with the more general problem of supplying 
imports necessary to the normal industrial operations of the Nation. 
The belligerents will require for their own consumption stocks of 
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materials ordinarily exported. Industries in the United States which 
depend upon these belligerents for supplies of such items will have to 
develop new sources or substitutes, and the readjustment may be accom-- 
panied by distress in the industries affected. “The Nation as a whole? 
not being completely self-sufficient, there may even be a lack of vitall 
raw materials. In any case the expansion of some areas of industry’ 
and the contraction of others will twist production out of the preceding,, 
normal line. It will cause repercussions in commerce and finance, fields: 
which already will have felt separately the effects of similar switches int 
foreign demand. ‘The cumulative effect and the interplay of these: 
changes will result in a considerable distortion. Without any internally-- 
stimulated change the Nation will adjust its method of operation and} 
unconsciously come to rely upon continuance of the war to keep it on the: 
new basis. Some individuals who are benefited by the change will prefer ° 
the new order and take one stand, while those who are injured will tend. 
to take another. 

Where the changed nature of exports has decreased demands for the 
products of an industry, some kind of assistance to the industry may be 
needed, and some provision for the workers who thereby lose employment. 
Conversely, where the war trade increases the demand for commodities, 
some provision for transfer of workers to the industries affected is desir- | 
able, but at the same time a check on overexpansion should be applied. | 
Taxation of inflated industries is a means useful for scaling down the | 
effects of a production boom, although it will be a delicate operation to 
fit taxes for that purpose into the existing fiscal pattern. 

There are also less tangible problems, such as that of effecting legis-. 
lative and administrative controls over finance and industry without 
jeopardizing the democratic basis of the State. As in wartime, it can 
only be determined later whether the accumulation of emergency powers | 
has actually jelled into an oligarchic or autocratic government. But | 
keeping the danger constantly in mind is one way of guarding against | 
such a result. And, intimately related to these issues is the possibility | 
that the development of an educated citizenry, the creation of a public | 
attitude of awareness to national problems, and the growing demand 
for rational and coordinated solutions to those problems, will be re- 
tarded while the Nation is being subjected to a barrage of propa- 
ganda. The maintenance of American neutrality poses problems as 
varied, if not as intensive, as those presented by participation in war, and 


because we are more scrupulous about such problems in peacetime they 
may be even harder to solve. 
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Equally important is the fact that war is emotional news. As 
Professor Harwood L. Childs puts it in an article entitled “Public 
Opinion and Peace”: “Editors may remain neutral. Readers cannot. 
Newsreels will flash before millions the day-to-day progress of the war. 
No matter how zealously editors attempt to equalize their space assign- 
ments, no matter how guarded those who control our radio broadcasting 
may be, it will simply be impossible to keep from the people of this country 
the salient episodes of the struggle . . . The propaganda of the deed, 
the overt act, is often one of the most effective means of swaying the 
public mind. Such an act is news.” The picture of an injured babe 
amid the bombed ruins of a Shanghai railway station in itself has a 
profound effect. 


It must also be recognized that what is news varies with the 
resources and capacities of the reporters. All belligerents will have 
censorships and state-controlled information services. It will be ex- 
ceedingly difficult to obtain facts in any perspective of reality. The 
demand for information will be great; the sources of supply will be 
controlled and the releases colored. 


With public opinion in all warring nations, and news emanating 
therefrom, being controlled by a few state officials, the problem of 
propaganda detection becomes more serious. Public opinion in free 
countries becomes the target of directly aimed and continuously delivered 
blows. Civil liberties, based on a spirit of tolerance which forbids that 
" opinions should be laid down as dogmatic truths, are exploited. Against 
such attacks, democracies to date have inadequate defenses. In such 
cases democracies must seek to distinguish between truth and lie, reality 
and fiction. 


It is not against the honest emotional reaction from war that 
protection must be sought. The problem is to prevent the cards from 
being stacked against the United States. A neutrality policy should seek 
to counteract the distortions and lies, the terrorisms and frauds. As 
has been repeatedly demonstrated in recent years, a democratic majority 
which has no way of getting at the true facts can easily be confused 
and led by those who have a predetermined end. To these propagandists, 
the “truth” is that which gets them what they want. 

There are those who believe that to protect a democracy against 
such hypocrisy requires public censorship. They point out that the 
- United States would have a censorship if it went to war. They there- 
fore ask: Why not control the major channels of information to keep 
from going to war? This type of action is not infrequently advanced 
by people who are prejudiced in defending their own opinions or 


propaganda. 
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Suppression of propaganda through censorship is contrary to demo- | 


cratic conceptions of government. Suppression on this basis carries 
with it the germs for the destruction of the very civil liberties it is 
supposed to defend. Not only would such a method of protection 
violate the Constitution, but it would be neither feasible nor desirable. 
No administrative office has the knowledge or insight capable of dis- 
tinguishing always between sham and an honest expression of opinion. 
Such a power would soon be arbitrarily exercised. 

The problem of some protection remains. For one thing, there 
will be propaganda for peace to counter-attack that for war. There 
are many peace organizations which are active in combating war 
propaganda. c 

If a democracy is to be protected from propaganda, it needs insti- 
tutions and mechanisms which will enable American citizens to be better 
able to recognize, to analyze, and to appraise propaganda. ‘The recently 
organized Institute for Propaganda Analysis, Inc., is an example of 
such a mechanism on a private scale. ‘This Institute, by its charter, is 
a non-profit corporation organized to assist the public in detecting and 
analyzing propaganda, and is itself forbidden to engage in propaganda. 


In time of a European war, however, protection against distorted | 


and false propaganda demands a national effort towards its detection and 
exposure. It is suggested that a committee of the Congress, with an 
appropriate staff, be formed to investigate, analyze, and publicize propa- 


gandas. Such a committee would not only be in keeping with the | 


democratic process, but it would have the means and facilities for analysis 
and appraisal, and the prestige and channels for making public its 


findings. It would not be infallible. But such a committee does 
offer a protective mechanism that is democratic in its conception and | 
responsibilities. 4 


In addition, both in time of peace and time of war, it seems that 


propaganda analysis should be taught in the schools. Critical study | 


of propaganda, in the schools, is certainly an essential part of the educa- 
tional process. In a world increasingly flooded with all types and 
degrees of propaganda, it is necessary that the educational process prepare 
students to think and to decide issues critically and unemotionally. 


III. The Need of a Policy 


It should frankly be recognized that the suggested endeavors to 


establish some protection from propaganda are essentially negative in 


nature. They endeavor to counteract the efforts of belligerents. Na- 
tions at war know their objectives and devote their entire energies to 
reaching them. A nation which is uncertain of its objectives or confused 
as to its course of action will be a proper subject for propagandists, 


CHAPTER 8. 
Protection Against Propaganda 


SYir WE GO TO waR, it will be by choice. That choice will not 
be rationally made in an atmosphere free from bias and pres- 
sure. ‘The very fact that we have an option between war and 
peace leaves us open to persuasion and susceptible to influence. 
At present public opinion favors peace. To remain so disposed, opinion 
must prepare to resist an invasion of war-mindedness. 

Mobilization of the mind must precede a declaration of war. In 
case of another general European war, the American people will be 
deluged with propaganda. ‘The struggle for control of men’s minds 
will make the Nation an arena for conflicting propagandas. All warring 
nations will use every possible means at their disposal to destroy the 
sentiment for peace and to enlist the active support of the United States 
on their side. From the press, radio and movies will flow a confusion 
of charges and countercharges, assertions and contradictions. Amid 
all these conflicts of interests and ideals there will persist an intense 
pressure to get us emotionally aroused and psychologically armed. 


a Toward a War Psychosis 


Jf the major European powers are belligerents, the sources and 
channels of propaganda will be ‘anumerable. The points of contact be- 
tween two nations with common ancestry, with similar political and eco- 
nomic institutions, and with mutual professional and business relations, 
are so many as to defy severance. To the assistance of the propaganda 
machines will come particular patriotic societies, international agencies, 
racial groups, business interests, and even professional and religious 
associations. 

But in a nation of people of such varying ancestry and association, 
with such cosmopolitan trading and investment interests, as in the United 
States, there are points of emotional contact with almost every nation 
of the globe. We shall not be immune to propaganda from any bel- 
ligerent country. Moreover, we must realize that where partisan 
emotions are aroused, they destroy the bias of self-protection. Politically 
the adherence of evenly balanced groups to the interests of two countries 
at war might result in inaction. But it would be inaction under condi- 
‘tions of unstable equilibrium. Conceivably it might not be the desire 
for peace but disagreement as to whom we should collectively hate 
that would keep us from going to war. 

The channels of propaganda will vary from the historic to the 
modern. Both personal word-of-mouth campaigns and the radio offer an 
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intimacy of contact, the radio merely presenting emotional symbol: 
directly to all listeners at once. The radio, motion pictures, newsreel 
and telephotos accelerate the process of communication and create spon 
taneous reactions more quickly. These are the speedy, mechanizec 
arms of the propagandist ; the press and graphic arts, books and period. 
icals, still remain the foot-soldiers to carry the basic burden of the siege. 

Through these channels will come pleadings and persuasions, truths 
and untruths designed to make American public opinion war-mindec 
To all the devices found useful in the World War will be added new, 
techniques. Whether subtle or audacious, all will seek to arouse pity 
and horror, enmity and fear, pride and acclaim. Whatever the device, 
the aim will be to establish the conviction that freedom and honor, 
democracy and justice, and the future security of the United States, de+ 
mand a resort to arms. : 

This is not to state that it is impossible, or even improbable, for, 
a situation to arise in which the preservation of our institutions woul 
require war. Atsome time that may be. ‘The point here is that whethe: 
true or false, it is always the function of the belligerent’s propagandist 
to make us believe it is true. To the belligerent, his struggle is : 
righteous struggle. He will seek to establish between the United State 
and himself a community of interests, purposes and ideals, and betweer 
the United States and his enemy, distrust, fear and hatred. He willl 
seek to enlist this country on his side under the guise of righteous juste 
and self-protection. 

The growth of war-mindedness may be described as a war Reet... | 
an unreasoning hatred inflamed to the point of self-sacrifice and destruc-: 
tion. The propagandist strives to have us believe that we do not wishi 
to attack the enemy, but that the enemy wants to attack us; so we must! 
be fearful. Fear leads to hate and supposedly self- protective aggressions. , 
Thus the war-spirit is consciously created. It is against such a war! 
psychosis that a neutral nation should seek to protect itself. 


Il. Propaganda Checks and Controls | | 


It would be fantastic to believe that the people of the United States 
will not become emotionally aroused if a general European war should 
occur. Few indeed would be the individuals who would fail to react 
emotionally. The war propagandist therefore will have an advantage. 

It is easy to picture a belligerent as an enemy. The enemy assumes 
concrete form in the shape of armies and bombing planes. Against 
boots and steel, peace is portrayed as an abstraction, a dove with aa 
olive branch. In addition, one group of belligerents will be identified. 
if not officially, at least informally—as the aggressor. The “enemy” 
is personified. 
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and makes it imperative that the absence of war trade shall not be allowed. 
to create widespread economic distress. 

This educational process will take place at a time when the public 
is being influenced from many angles by many interests. Even without 
the propaganda of the belligerents and the clamor of their supporters 
in the United States, there will be powerful interests at work, 
program for the maintenance of American neutrality, if enacted and 
implemented effectively, will cut down the prospective, and perhaps 
the immediate, profits of at least three strongly-entrenched groups-— 
producers, bankers and shippers. They cannot be expected to remain 
silent under such restraint, nor, in a democracy, should they be required 
‘to do so. 

The best way of reducing the influence of the financially inter-~ 
ested would be the alleviation of actual distress by means of the public 
works, relief and special programs designed for the purpose. ‘The preser- 
vation of something like a normal degree of prosperity is almost essen- 
tial to remove the attraction of the arguments for participation in 
war business. The producers, farmers and workers might be aided 
indirectly in the manner outlined above; shipping interests through the 
“maintenance of interneutral traffic through zones of safety, or by subsidy 
if that seemed necessary. Whether the financial community can be 
‘satisfied with anything less than a portion of the potential wartime fees. 
_and percentages is conjectural, but something could possibly be attempted 
in that field in connection with the liquidation of foreign holdings. The 
aim is to reduce as far as possible the dislocations brought about in the 
United States because of the existence of war abroad, and to explain to 
the people the reasons why the restrictive measures appear necessary. 


Ill. Risk of Political Change 


The adoption of controls over many phases of the economic system, 
and the direction of relief. and spending campaigns, and the task of 
educating the people to an understanding of the purposes of the entire 
program, all this is susceptible of criticism as an undue assumption of 
power by the Federal Government. ; 

It may be granted that efforts to guarantee the maintenance of 

neutrality do involve a large degree of authority and discretion 1n the 
Government. It may also be granted that freedom of enterprise 1s 
somewhat qualified. There may be poor consolation in knowing that 
‘involvement in war would require us to move farther in these directions. 

But there is an important difference in objectives and effects which 
~ must be considered. The granting of power to the Federal Government 
may in this case not only allow us to escape the cost and suffering of 
_ war, but also to escape the arbitrary and absolute management of the Na- 
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tion for military purposes. Present mobilization plans are intended toi 
establish an essentially totalitarian state as soon as possible upon the entry; 
of the United States into-war. “The chances of democracy emerging 
unimpaired are not excellent. Yet this risk is run while the nation is 
bearing the burden of war. 

Another difference occurs among those who will bear the brunt! 
of the restrictions established by the Government. ‘The measures sug- 
gested for neutrality fall heaviest upon financiers and entrepreneurs. . 
Despite the fact that an attempt to prevent damage to them is contem-- 
plated, they will construe damage as not only actual loss, but deprivation | 
of possible gain. “The many millions of persons who have no propertied | 
income are less likely to consider themselves harmed provided they receive ! 
their customary incomes. Entry into war has always given economic: 
gains to the few and loss of life and earnings to the many. The peace- ' 
time restrictions outlined previously are meant, contrary to the case in. 
wartime regulations, to force the few to forego profit and to preserve the 
lives and security of the many. 

These differences in intent and in class of people affected throw 
light upon the nature of the Government which will emerge after the. 
danger of involvement has passed. Granting that some permanent 
change will have come about and that the location of political power 
will have been altered as a result of this experience, it is hard to suppose. 
that the course so shaped would be inimical to the people or to democracy. 
Changes designed in behalf of the people and applied over the protest 
of a propertied minority are not likely to yield an authoritarian Govern- 
ment serving the few. Such an eventuality is much more likely after 
the Nation has undergone the totalitarianism and discipline of war. 
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could be used to retire the public debt, in this way preparing for addi- 
tional Government borrowing when the inevitable crash and cry for 
Federal aid came later. 

The expansion of agricultural production would come about under 


‘rather different circumstances. Belligerents are likely to have antici- 


pated wartime needs for some essential raw materials and minerals by 
accumulation, and will probably have attempted to attain some degree 
of self-sufficiency in foodstuffs through the development of farm re- 
sources. ‘Therefore it can be assumed that the belligerents’ first wave 
of purchases will not be initially weighted in the direction of farm 
products. Later, as the belligerents are pressed to devote more and 


“more of their equipment and manpower to the supplying of primary 


military needs, they will seek foodstuffs elsewhere. Since food is a 
vital prerequisite, it cannot be expected that credit control and cash-and- 
carry plans will be adequate to prevent a temporary overextension of 
agricultural production in response to the foreign demand. ‘The bel- 
ligerents will certainly use their purchasing power in the United States 
for the satisfaction of the food requirements of their populations. 

It has already been suggested that a tolerance in the expansion of 


agricultural exports be permitted, even under a normal quantity quota 
‘system. This is in recognition of the fact that the demands of the 


farmer for entry to this wartime market, and humanitarian sympathy 


‘of the public for the needy peoples abroad, would blend to create 
‘tremendous pressure. A limited increase might easily be provided for, 


and steps taken to cope with the incidence of foreign demand upon the 
domestic price structure. Since American agricultural acreage 1s already 


being measured, any expansion would be quickly noted. Some of the 
“machinery of control already exists, and the time circumstance Is also 


favorable, allowing a longer period in which to prepare for the rising 
foreign demand. The farm credit policy of the Government will also 
be a great aid in directing the increased agricultural production. 

The means by which the effect of increased foreign demands upon 
producers of all kinds in the United States can be ameliorated are avail- 
able and seem susceptible of successful application. The resultant of 
heavy foreign demand and great internal pressure will be serious, but, 
coming late as it will, preparations can be made to meet the strain and 


fit it into a domestic program. 


Il. Federal Aid and Coordination 


To the extent that the measures suggested fail to curb the creation 
of a production boom based upon war orders from abroad, and to prevent 
depression in particular industries, this country will be faced with the 


“necessity of relieving distress in some areas during the war period and 
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preventing a widespread recession afterward. Remedial measures for 
these purposes will probably be similar to recent and current efforts to 
alleviate a like internal situation. Leaving economic reforms out of the 
picture, similar attempts at reconstruction could be made. 

The dislocations in industry could perhaps be relieved through 
programs which would serve desirable ends and yet utilize the resources 
of industries passed over in the distribution of war purchases. A housing 
program is an example of such an effort. On a more general scale 
a public works program might take up slack. ‘This may not be entirely 
advisable, because it might require materials from industries already 
busy filling foreign demands, but such accentuation of the problem 
itself would naturally be guarded against, and the program focussed. 
on aiding distressed industries. 4 

Federal aid to the unemployed through relief and creation of jobs 
might be directed to the particular areas affected by the war conditions. 
Likewise the effort at vocational training and education for new occu- 
pations might be somewhat expanded, with particular attention given 
to the immediate needs. ‘The conservation of human resources would 
be attempted, against the possibility that the lure of immediate gain 
would throw thousands of families into normally untenable economic 
positions. 

It must be realized that an attempt to restrict war trade will tend 
to depress American business during the war, and that a depression of _ 
considerable magnitude in neutral countries will normally follow any | 
war. Depression during the war can be minimized by domestic infla~ | 
tionary measures that will result in eventual complications. Depression | 
after a war will be minimized by avoiding wartime boom and inflation. | 

Both types of danger are strong reasons to explore fully the oppor- 
tunities for a planned domestic economic expansion based upon increases 
in mass purchasing power resting on increased production. National 
needs are so great that there are ample socially advantageous uses for the | 
resources displaced among the damaged industries. The problem is not — 
that of finding such needs, but of devising the mechanics of balanced and | 
healthy economic expansion. A national effort to achieve this end would — 
create a psychological focus that could offset the possible allurement 
of war. 

Part of these adjustment measures should be the education of the - 
people to the realization of the essential instability of conditions brought — 
about by the existence of war in Europe. The experience of the World — 
War gave lessons to all groups that cannot easily be forgotten. But it 
cannot be relied upon as an enduring protection against falling into the 
same errors. The education of the great mass of the people againetl 


the lure of ephemeral war profits still needs attention on a larger scale, j 


. 


THE MAINTENANCE OF AMERICAN NEUTRALITY = 267 


ould be used to retire the public debt, in this way preparing for addi- 
‘onal Government borrowing when the inevitable crash and cry for 
Federal aid came later. 

The expansion of agricultural production would come about under 
rather different circumstances. Belligerents are likely to have antici- 
pated wartime needs for some essential raw materials and minerals by 
accumulation, and will probably have attempted to attain some degree 
of self-sufficiency in foodstuffs through the development of farm re- 
sources. Therefore it can be assumed that the belligerents’ first wave 
of purchases will not be initially weighted in the direction of farm 
products. Later, as the belligerents are pressed to devote more and 
more of their equipment and manpower to the supplying of primary 
‘military needs, they will seek foodstuffs elsewhere. Since food is a 
vital prerequisite, it cannot be expected that credit control and cash-and- 
carry plans will be adequate to prevent a temporary overextension of 
agricultural production in response to the foreign demand. ‘The bel- 
ligerents will certainly use their purchasing power in the United States 
for the satisfaction of the food requirements of their populations. 

It has already been suggested that a tolerance in the expansion of 
agricultural exports be permitted, even under a normal quantity quota 
system. ‘This is in recognition of the fact that the demands of the 
‘farmer for entry to this wartime market, and humanitarian sympathy 
of the public for the needy peoples abroad, would blend to create 
tremendous pressure. A limited increase might easily be provided for, 
and steps taken to cope with the incidence of foreign demand upon the 
domestic price structure. Since American agricultural acreage is already 
being measured, any expansion would be quickly noted. Some of the 
» machinery of control already exists, and the time circumstance is also 
‘favorable, allowing a longer period in which to prepare for the rising 
foreign demand. The farm credit policy of the Government will also 
be a great aid in directing the increased agricultural production. 

The means by which the effect of increased foreign demands upon 
producers of all kinds ‘n the United States can be ameliorated are avail- 
able and seem susceptible of successful application. The resultant of 
heavy foreign demand and great internal pressure will be serious, but, 
coming late as it will, preparations can be made to meet the strain and 


fit it into a domestic program. 


Il. Federal Aid and Coordination 


To the extent that the measures suggested fail to curb the creation 
of a production boom based upon war orders from abroad, and to prevent 
depression in particular industries, this country will be faced with the 
“necessity of relieving distress in some areas during the war period and 
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preventing a widespread recession afterward. Remedial measures for 
these purposes will probably be similar to recent and current efforts to 
alleviate a like internal situation. Leaving economic reforms out of the 
picture, similar attempts at reconstruction could be made. 

The dislocations in industry could perhaps be relieved through 
programs which would serve desirable ends and yet utilize the resources 
of industries passed over in the distribution of war purchases. A housing 
program is an example of such an effort. On a more general scale 
a public works program might take up slack. This may not be entirely 
advisable, because it might require materials from industries already 
busy filling foreign demands, but such accentuation of the problem 
itself would naturally be guarded against, and the program focussed 
on aiding distressed industries. 

Federal aid to the unemployed through relief and creation of jobs 
might be directed to the particular areas affected by the war conditions. 
Likewise the effort at vocational training and education for new occu- 
pations might be somewhat expanded, with particular attention given 
to the immediate needs. ‘The conservation of human resources would 
be attempted, against the possibility that the lure of immediate gain 
would throw thousands of families into normally untenable economic | 
positions. 

It must be realized that an attempt to restrict war trade will tend 
to depress American business during the war, and that a depression of | 
considerable magnitude in neutral countries will normally follow any | 
war. Depression during the war can be minimized by domestic infla-_ 
tionary measures that will result in eventual complications. Depression 
after a war will be minimized by avoiding wartime boom and inflation. — 

Both types of danger are strong reasons to explore fully the oppor-_ 
tunities for a planned domestic economic expansion based upon increases 
in mass purchasing power resting on increased production. National — 
needs are so great that there are ample socially advantageous uses for the — 
resources displaced among the damaged industries. The problem is not 
that of finding such needs, but of devising the mechanics of balanced and 
healthy economic expansion. A national effort to achieve this end would 
create a psychological focus that could offset the possible allurement 
of war. 

Part of these adjustment measures should be the education of the 
people to the realization of the essential instability of conditions brought — 
about by the existence of war in Europe. The experience of the World 
War gave lessons to all groups that cannot easily be forgotten. But it 
cannot be relied upon as an enduring protection against falling into the 
same errors. The education of the great mass of the people against 
the lure of ephemeral war profits‘still needs attention on a larger scale, 
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nd makes it imperative that the absence of war trade shall not be allowed. 
0 create widespread economic distress. 

= Fhis educational process will take place at a time when the public 
is being influenced from many angles by many interests. Even without 
the propaganda of the belligerents and the clamor of their supporters. 
in the United States, there will be powerful interests at work. A 
program for the maintenance of American neutrality, if enacted and 
implemented effectively, will cut down the prospective, and perhaps: 
the immediate, profits of at least three strongly-entrenched groups— 
producers, bankers and shippers. They cannot be expected to remain 
silent under such restraint, nor, in a democracy, should they be required 
to do so. 

The best way of reducing the influence of the financially inter- 
ested would be the alleviation of actual distress by means of the public 
works, relief and special programs designed for the purpose. The preser- 
vation of something like a normal degree of prosperity is almost essen- 
tial to remove the attraction of the arguments for participation in 
war business. ‘The producers, farmers and workers might be aided 
indirectly in the manner outlined above; shipping interests through the 
maintenance of interneutral traffic through zones of safety, or by subsidy 
if that seemed necessary. Whether the financial community can be 
satisfied with anything less than a portion of the potential wartime fees: 
and percentages is conjectural, but something could possibly be attempted 
in that field in connection with the liquidation of foreign holdings. The 
aim is to reduce as far as possible the dislocations brought about in the 
United States because of the existence of war abroad, and to explain to 
the people the reasons why the restrictive measures appear necessary. 


Ill. Risk of Political Change 


The adoption of controls over many phases of the economic system, 
and the direction of relief and spending campaigns, and the task of 
educating the people to an understanding of the purposes of the entire 
program, all this is susceptible of criticism as an undue assumption of 
power by the Federal Government. 

It may be granted that efforts to guarantee the maintenance of 
neutrality do involve a large degree of authority and discretion in the 
‘Government. It may also be granted that freedom of enterprise 1s 
somewhat qualified. There may be poor consolation in knowing that 
involvement in war would require us to move farther in these directions. 

But there is an important difference in objectives and effects which 
must be considered. The granting of power to the Federal Government 
‘may in this case not only allow us to escape the cost and suffering of 
war, but also to escape the arbitrary and absolute management of the Na- 
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tion for military purposes. Present mobilization plans are intended to) 
establish an essentially totalitarian state as soon as possible upon the entry” 
of the United States into war. The chances of democracy emerging: 
unimpaired are not excellent. Yet this risk is run while the nation is; 
bearing the burden of war. 

Another difference occurs among those who will bear the brunt: 
of the restrictions established by the Government. ‘The measures sug-- 
gested for neutrality fall heaviest upon financiers and entrepreneurs. . 
Despite the fact that an attempt to prevent damage to them is contem-- 
plated, they will construe damage as not only actual loss, but deprivation 
of possible gain. The many millions of persons who have no propertied 
income are less likely to consider themselves harmed provided they receive | 
their customary incomes. Entry into war has always given economic: 
gains to the few and loss of life and earnings to the many. “The peace- 
time restrictions outlined previously are meant, contrary to the case in 
wartime regulations, to force the few to forego profit and to preserve the 
lives and security of the many. 

These differences in intent and in class of people affected throw 
light upon the nature of the Government which will emerge after the 
danger of involvement has passed. Granting that some permanent 
change will have come about and that the location of political power 
will have been altered as a result of this experience, it is hard to suppose 
that the course so shaped would be inimical to the people or to democracy. | 
Changes designed in behalf of the people and applied over the protest 
of a propertied minority are not likely to yield an authoritarian Govern- 


ment serving the few. Such an eventuality is much more likely after | 


the Nation has undergone the totalitarianism and discipline of war. 
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Protection Against Propaganda 


ZF WE GO TO Wak, it will be by choice. That choice will not 
be rationally made in an atmosphere free from bias and pres- 
sure. ‘The very fact that we have an option between war and 
peace leaves us open to persuasion and susceptible to influence. 
At present public opinion favors peace. To remain so disposed, opinion 
must prepare to resist an invasion of war-mindedness. 

Mobilization of the mind must precede a declaration of war. In 
case of another general European war, the American people will be 
deluged with propaganda. The struggle for control of men’s minds 
will make the Nation an arena for conflicting propagandas. All warring 
nations will use every possible means at their disposal to destroy the 
sentiment for peace and to enlist the active support of the United States 
on their side. From the press, radio and movies will flow a confusion 
of charges and countercharges, assertions and contradictions. Amid 
all these conflicts of interests and ideals there will persist an intense 
pressure to get us emotionally aroused and psychologically armed. 


I. Toward a War Psychosis 


If the major European powers are belligerents, the sources and 
channels of propaganda will be innumerable. The points of contact be- 
tween two nations with common ancestry, with similar political and eco- 
nomic institutions, and with mutual professional and business relations, 
are so many as to defy severance. To the assistance of the propaganda 
machines will come particular patriotic societies, international agencies, 
racial groups, business interests, and even professional and religious 
associations. 

But in a nation of people of such varying ancestry and association, 
with such cosmopolitan trading and investment interests, as in the United 
States, there are points of emotional contact with almost every nation 
of the globe. We shall not be immune to propaganda from any bel- 
ligerent country. Moreover, we must realize that. where partisan 
emotions are aroused, they destroy the bias of self-protection. Politically 
the adherence of evenly balanced groups to the interests of two countries 
at war might result in inaction. But it would be inaction under condi- 
‘tions of unstable equilibrium. Conceivably it might not be the desire 
for peace but disagreement as to whom we should collectively hate 
that would keep us from going to war. 

The channels of propaganda will vary from the historic to the 
modern. Both personal word-of-mouth campaigns and the radio offer an 
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intimacy of contact, the radio merely presenting emotional symbols 
directly to all listeners at once. The radio, motion pictures, newsreels; 
and telephotos accelerate the process of communication and create spon+ 
taneous reactions more quickly. These are the speedy, mechanize 
arms of the propagandist; the press and graphic arts, books and period- 
icals, still remain the foot-soldiers to carry the basic burden of the siege. 

Through these channels will come pleadings and persuasions, truth 
and untruths designed to make American public opinion war-minde 
‘To all the devices found useful in the World War will be added ney 
techniques. Whether subtle or audacious, all will seek to arouse pit 
and horror, enmity and fear, pride and acclaim. Whatever the device, 
the aim will be to establish the conviction that freedom and honor, 
democracy and justice, and the future security of the United States, de 
mand a resort to arms. 

This is not to state that it is impossible, or even improbable, fo 
a situation to arise in which the preservation of our institutions woul 
require war. Atsometime that may be. ‘The point here is that whethe: 
true or false, it is always the function of the belligerent’s propagandist 
to make us believe it is true. To the belligerent, his struggle is 
righteous struggle. He will seek to establish between the United States, 
and himself a community of interests, purposes and ideals, and between 
the United States and his enemy, distrust, fear and hatred. He will 
seek to enlist this country on his side under the guise of righteous justice 
and self-protection. 

The growth of war-mindedness may be described as a war psychosis, 


a 
an unreasoning hatred inflamed to the point of self-sacrifice and destruc-- 
tion. ‘The propagandist strives to have us believe that we do not wish: 
to attack the enemy, but that the enemy wants to attack us; so we must! 
be fearful. Fear leads to hate and supposedly self-protective aggressions. 
‘Thus the war-spirit is consciously created. It is against such a war’ 
psychosis that a neutral nation should seek to protect itself. 


II. Propaganda Checks and Controls 


It would be fantastic to believe that the people of the United States’ 
will not become emotionally aroused if a general European war should! 
occur. Few indeed would be the individuals who would fail to react 
emotionally. ‘The war propagandist therefore will have an advantage. 

It is easy to picture a belligerent as an enemy. The enemy assumes. 
concrete form in the shape of armies and bombing planes. Against 
boots and steel, peace is portrayed as an abstraction, a dove with an 
olive branch. In addition, one group of belligerents will be identified 4 
if not officially, at least informally—as the aggressor. ‘The “enemy’ 
is personified. j 
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Equally important is the fact that war is emotional news. As 
Professor Harwood L. Childs puts it in an article entitled “Public 
Opinion and Peace”: “Editors may remain neutral. Readers cannot. 
Newsreels will flash before millions the day-to-day progress of the war. 
No matter how zealously editors attempt to equalize their space assign- 
“ments, no matter how guarded those who control our radio broadcasting 
may be, it will simply be impossible to keep from the people of this country 
the salient episodes of the struggle . . . The propaganda of the deed, 
the overt act, is often one of the most effective means of swaying the 
public mind. Such an act is news.” The picture of an injured babe 
amid the bombed ruins of a Shanghai railway station in itself has a 
profound effect. 


It must also be recognized that what is news varies with the 
resources and capacities of the reporters. All belligerents will have 
censorships and state-controlled information services. It will be ex- 
ceedingly difficult to obtain facts in any perspective of reality. The 
demand for information will be great; the sources of supply will be 
controlled and the releases colored. 


With public opinion in all warring nations, and news emanating 
“therefrom, being controlled by a few state officials, the problem of 
propaganda detection becomes more serious. Public opinion in free 
countries becomes the target of directly aimed and continuously delivered 
blows. Civil liberties, based on a spirit of tolerance which forbids that 
‘opinions should be laid down as dogmatic truths, are exploited. Against 
‘such attacks, democracies to date have inadequate defenses. In such 
cases democracies must seek to distinguish between truth and lie, reality 
and fiction. 


It is not against the honest emotional reaction from war that 
protection must be sought. The problem is to prevent the cards from 
being stacked against the United States. A neutrality policy should seek 
to counteract the distortions and lies, the terrorisms and frauds. As 
has been repeatedly demonstrated in recent years, a democratic majority 
which has no way of getting at the true facts can easily be confused 
and led by those who have a predetermined end. To these propagandists, 
the “truth” is that which gets them what they want. 

. There are those who believe that to protect a democracy against 
such hypocrisy requires public censorship. ‘They point out that the 
“United States would have a censorship if it went to war. They there- 
fore ask: Why not control the major channels of information to keep 
from going to war? This type of action is not infrequently advanced 
by people who are prejudiced in defending their own opinions or 


propaganda. 


274 PLAN AGE 


Suppression of propaganda through censorship is contrary to demo- 
cratic conceptions of government. Suppression on this basis carries | 
with it the germs for the destruction of the very civil liberties it is 
supposed to defend. Not only would such a method of protection 
violate the Constitution, but it would be neither feasible nor desirable. 
No administrative office has the knowledge or insight capable of dis-. 
tinguishing always between sham and an honest expression of opinion. 
Such a power would soon be arbitrarily exercised. 

The problem of some protection remains. For one thing, there: 
will be propaganda for peace to counter-attack that for war. There: 
are many peace organizations which are active in combating war’ 
propaganda. 

If a democracy is to be protected from propaganda, it needs insti-. 
tutions and mechanisms which will enable American citizens to be better ' 
able to recognize, to analyze, and to appraise propaganda. ‘The recently’ 
organized Institute for Propaganda Analysis, Inc., is an example of 
such a mechanism on a private scale. ‘This Institute, by its charter, is. 
a non-profit corporation organized to assist the public in detecting and 
analyzing propaganda, and is itself forbidden to engage in propaganda. 

In time of a European war, however, protection against distorted. 
and false propaganda demands a national effort towards its detection and | 
exposure. It is suggested that a committee of the Congress, with an_ 
appropriate staff, be formed to investigate, analyze, and publicize propa- : 
gandas. Such a committee would not only be in keeping with the: 
democratic process, but it would have the means and facilities for analysis : 
and appraisal, and the prestige and channels for making public its . 
findings. It would not be infallible. But such a committee does} 
offer a protective mechanism that is democratic in its conception and | 
‘responsibilities. 

In addition, both in time of peace and time of war, it seems thal 
propaganda analysis should be taught in the schools. Gasca study 
of propaganda, in the schools, is certainly an essential part of the educa-. 
tional process. In a sonia increasingly flooded with all types and 
degrees of propaganda, it is necessary that the educational process prepare» 
students to think and to decide issues critically and unemotionally. 


Ill. The Need of a Policy 


| 

| 

| 

It should frankly be recognized that the suggested endeavors to) 
establish some protection from propaganda are essentially negative in 
nature. ‘They endeavor to counteract the efforts of belligerents. Na- 
tions at war know their objectives and devote their entire energies to} 
reaching them. A nation which is uncertain of its objectives or confused 
as to its course of action will be a proper subject for propagandists, 
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and at their mercy. To protect oneself against propaganda is desirable, , 
but to do so without reaching a decision as to national policy is negative. 
protection. 

-- Tf this Nation wishes neutrality, it must not only state its aims, but 
prepare to implement its policy. If it cannot decide upon its policy, then 
it is evident that in times of war the citizens will be left struggling with- 
out a guide. There can be no stability based on fear and nurtured on 
confusion. If there is “a moral equivalent for war’ as William James 
has suggested, it must come from social confidence and the conviction that 
greater security rests in peace. When the individual feels that the 
community is concerned in his welfare, and the community feels that 
the benefits of peace are greater than those of war, then a nation will be 
psychologically prepared. War is not the free choice of a secure people. 

~ “Should another general European war break out,” Dr. Childs 
writes, “the United States would simply have to decide whether to remain 
neutral or to go in on one side or the other. . . . It is better to work out in 
advance the basis on which such a decision must be made than to wait 
until the excitement of war news and propaganda overcomes 1S. 

_ This brief study represents an attempt to examine the economic and 
administrative implications of a positive neutrality policy. It has not 
‘attempted to analyze whether it is wiser to remain neutral or go in on 
one side or another. Many assume that to stay out of war means to stay 
‘as we are now. But peace requires its strategy and tactics. It would 
seem that there are measures to restrain the economic forces that might 
lead the United States into war. 

Such measures, if enacted, would mean not only the establishment 
of policy, but also an enlargement of Government administration. As 
, has been indicated, in certain fields of finance, trade, and domestic produc- 


‘tion, public regulation will be required. Neutrality has its costs and 
price. 
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